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THE STORY IN BRIEF 





Net Sales . . •. 

$704,301,014 

$617,414,266 

Net Income after Taxes. 

36,086,668 

37,255,274 

Earnings per Share. 

6.32 

6.60 

Dividends Paid per Share. 

4.25 

4.25 

Dividends Paid .. 

24,132,712 

23,876,712 

Number of Stockholders. 

Number of Employe Stockholders (not including Profit Sharing 

55,011 

52,668 

holdings). 

6,411 

5,745 

Working Capital. 

$171,888,244 

$166,420,443 

Total Net Worth (Capital plus Surplus). 

274,972,950 

262,546,037 

Customers' Installment Accounts Receivable. 

83,831,268 

80,495,323 

Inventories. 

129,212,482 

1 12,584,216 

Commitments for Merchandise 1/31/41-40. 

162,839,340 

113,305,517 

Notes Payable. 

— 

6,200,000 

Total Payroll. 

110,768,000 

96,088,000 

Taxes. 

32,650,033 

18,548,160 

Taxes per $100 Sales. 

4.64 

3.00 

Depreciation Charged. 

8,397,094 

8,406,736 

Total Depreciation Reserve. 

70,000,240 

66,702,416 

Total Other Reserves. 

27,338,235 

28,033,302 

Total Capital Expenditures. 

14,233,893 

11,671,361 

Retail Stores operating on 1/31/41-40. 

595 

524 

Mail Order f Plan,s °P era,in 9 0,1 1/31/41-40 . 

10 

10 

(Order Offices operating on 1/31/41-40. 

181 

66 

Contribution to Profit Sharing Fund. 

Shares of Stock owned by The Savings and Profit Sharing Pen- 

$ 4,136,140 

$ 3,013,435 

sion Fund of Sears, Roebuck and Co. Employes .... 

702,600 

639,183 

Total Members of Fund on 1/31/41-40. 

46,792 

40,174 

Average number of Regular Employes. 

65,266 

57,029 

Average number of Extra Employes. 

Flgurti for both years are shown on a comparable basis. 

17,677 

15,317 
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T HE Annual Report of your Company is herewith 
submitted, together with Financial Statements for 
the fiscal year 1940. 

SALES, INCOME, DIVIDENDS: 

Net sales of $704,801,014, the largest in the Com¬ 
pany's history, were 14.1% more than the record year 
1930. New store sales accounted for 2.2% of the in¬ 
creased volume. The rate of increase during the last 
quarter of the year was the highest of the year. 

Net income of Sears, Roebuck and Co. and sub¬ 
sidiaries for the year 1040 was $36,086,608, equivalent 
to $6.32 per share of outstanding common stock after 
provision for all taxes. Last year the corresponding in¬ 
come was $37,255,274, or $6.60 per share. Earnings 
per share before provision for Federal Income and Ex¬ 
cess Profits taxes were $10.26 in 1040 which compares 
with $8.37 for 1030. These earnings are after the Com¬ 
pany’s contribution of $4,136,140 for the year to “The 
Savings and Profit Sharing Pension Fund of Sears, 
Roebuck and Co. Employes.” This contribution to the 
Fund was in addition to taxes of $4,248,652 for social 
security and state unemployment insurance. Last year 
the contribution to the Fund was $3,013,435. 

Dividends of $24,132,712 were paid to stockholders. 
This equalled $4.25 per share for the year. 

'File Company sold 40,000 shares of its holdings in the 
Florence Stove Company, also 0,812 shares of its own 
capital stock which had been held as treasury stock for 
several years. The profit of $018,788 on these transac¬ 
tions has been included in income. 

Sears has investments in some manufacturing sources. 
Where this ownership is substantial but less than 50%, 
it is our practice to include only the dividends in in¬ 
come. Sears’ equity in the accumulated undivided 
earnings of these companies is $4,380,700 of which 
$1,007,400 was added in 1040. 

DEPRECIATION, RESERVES: 

Our usual policy of depreciating fixed assets at rates 
in excess of those allowed for Federal Income Tax pur¬ 
poses has been continued although some modification 
was made during the year which has somewhat reduced 
the depreciation burden under last year. Due to the 
acquirement of new assets the total amount of deprecia¬ 
tion, $8,307,004, almost equalled the 1030 figure of 
$8,406,736. 

Of the excess depreciation charged on our books over 
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many years, there remained as of January 31, 1040 the 
amount of $23,138,841 to be allowed in determining 
Federal Income 'Faxes in later years. We estimate that 
$1,600,000 was added in 1040 to this excess. 

'I’he capital investment in 285 retail stores has been 
entirely written off on the Company books although all 
of these stores are in operation and their equipment is 
continually being improved and maintained for daily 
use. Our total investment of $35,802,471 in retail stores’ 
fixtures and equipment has now been written down to 
$7,556,130. 

'Fhe entire value of copyrights, plates, drawings and 
cuts of the subsidiary company Encyclopaedia Britan- 
nica, Inc. has been written off although this property 
has a substantial value. It is being constantly improved 
and maintained to meet changing conditions. 

Reserves against outstanding accounts and notes re¬ 
ceivable have been maintained at a ratio which is well 
in excess of our collection expense and loss experience. 

Reserves for depreciation equal 46% of the assets 
which are being depreciated. 

Other reserves are considered ample. 

WORKING CAPITAL: 

Working capital increased by $5,467,801 to $171,888,- 
244 on January 31, 1041. The ratio of current assets to 
current liabilities was $3.70 to $1.00 on January 31, 
1041 compared with $4.65 to $1.00 on January 31, 1040. 
'Fhe decline is due principally to the amount provided 
for increased taxes payable in 1041. 

We enlarged on our program of financing part of our 
customers’ installment accounts by completing arrange¬ 
ments with several additional banks for the sale of 
accounts. Banks purchasing accounts had $48,075,480 
outstanding on January 31, 1041 as compared with 
$26,202,821 on January 31, 1040. 

Inventories totaled $120,212,482 and included mer¬ 
chandise in retail and mail order stores and warehouses, 
raw materials, work in process and finished merchan¬ 
dise in factories. 'Fhe value is stated at the lower of cost 
or market price prevailing on January 31, 1041. 

PROPERTY: 

Total capital expenditures were $14,233,893 during 
the year. Of this sum, $11,028,619 went into the retail 
system, $1,784,571 into the mail order, and the balance 
of $520,703 into factory facilities. 

The Los Angeles mail order plant was enlarged. 








A new department store of the “A” type was opened 
in Phoenix, Arizona. 

Nineteen standard medium-sized stores of the “B” 
type were opened. 

In addition, forty-six small stores were established 
in towns and communities smaller than those in which 
Sears has heretofore located. These stores feature cata¬ 
log order service and carry limited lines of hardware, 
home equipment, and, in most cases, agricultural imple¬ 
ments. The development and fixturing costs average 
about $0,000 per store and the leases are short-term. 
Including these forty-six new “C” stores, there were 595 
retail stores in operation on January 31, 1041. 

During the year, seventy-three stores were modern¬ 
ized, thirty-four enlarged including major additions to 
large “A” stores in Chicago, Brooklyn, Cleveland, Mil¬ 
waukee, Rochester, and Los Angeles; and sixteen were 
relocated. 

At the year's end, the Company had 181 catalog order 
offices operating throughout the nation in trading areas 
served by the mail order plants. This program was 
developed gradually as promising locations were found. 
The catalog order offices accounted for somewhat more 
than 3% of the mail order sales. 

Since 1043 when Sears’ retail expansion began, the 
sum of $1(11,330,010 has been disbursed in capital ex¬ 
penditures of which $108,884,031 went into the retail 
system and the balance was invested in mail order and 
factory facilities. 

In line with Company policy of liquidating ownership 
in enterprises not directly related to its main business, 
four small units were sold during the year for their 
approximate book value. These were The Conley Com¬ 
pany, Inc., Rochester, Minnesota; The Harmony Com¬ 
pany, Inc., Chicago; Illinois Lumber Yards, Cairo, 
Illinois and the Universal Equipment Company, Inc., 
Chicago. 

EMPLOYES: 

The average number of regular employes on the pay¬ 
roll during the year was 63,400 compared with 57,040 
last year. In addition an average of 17,077 extra retail 
employes worked part time, on Saturdays and during 
heavy volume periods. 

'Flic total payroll for the fiscal year was $110,708,000 
against $90,088,000 in 10.80, an increase of $14,080,000. 

Strong efforts have been made to stabilize employ¬ 
ment. A survey conducted in February of 1041 showed 
that in 1040, 04.4% of all regular retail employes with 
one year or more of service had 34 weeks of pay and lost 
no time from their jobs; only 3.0% lost more than one 
week. In the mail order organization 03.1% received 
54 weeks of pay; only 4.3% lost more than one week. 

OFFICERS: 

Two new vice presidencies were created in 1040 and 
two veteran members of the merchandising organiza¬ 
tion were named to fill them. Mr. Arthur S. Barrows, 
who has been with the Company since 1040, was 
appointed vice president in charge of Pacific Coast 
operations. Mr. Charles A. Walter, who has been with 
the Company since 1005, was appointed vice president 
in charge of the Southern Industrial development. 


Both have been members of the Board of Directors for 
several years. 

Mr. Donald M. Nelson, merchandising vice president 
from 1030 to 1030 and executive vice president since 
then, was, at the request of the President of the United 
States, given a leave of absence last June to serve in the 
defense administration. He is now acting as Director of 
Purchases under the Office of Production Management. 

AUDITING COMMITTEE: 

In April, the Board of Directors appointed an audit¬ 
ing committee consisting of directors who are not officers 
nor active in the management of the Company. This 
committee selected R. (1. Rankin & Co. to make the 
1040 audit and a similar committee will select the 
auditors for 1041. 

TAXES: 

All of the elements of Sears’ business heretofore dis¬ 
cussed which affect the Company’s profits and the re¬ 
turn on shareholders’ investment are under the control, 
and subject to the policies of the management. One 
element, however, which importantly affects final net 
profits is not and cannot be controlled by the manage¬ 
ment. The reference is made, of course, to taxes. 

Taxes paid by the Company have risen steadily and 
without interruption for years. During the last few 
years their advance has quickened. File Federal Income 
and Excess Profits taxes alone were $44,500,000 in 1040 
and $10,000,000 in 1030. 

We have no complaint to make as to our taxes, heavy 
as they may appear. We are glad to be able to con¬ 
tribute such a sum toward our Country’s defense. All 
we request is that the methods by which taxes will be 
levied against industry be given careful consideration 
by the government and developed to secure an equitable 
participation by major industry classifications, also 
that tax laws and procedures be simplified to enable 
industry to understand and comply more readily, there¬ 
by relieving the taxpayer’s uncertainties and the 
government’s administrative burden. 

The following table shows the Company’s taxes for 
the past three years on a comparable basis, subject to 
final determination by the tax authorities: 


TAXES 


V*-»r 

Tun— 
I'Vclerill. stllte 
unci local 

Per cent 
of luxe, 
to cumingc 

before tax ex 

Tuxex 

per xlmrr of 
stock 

Tuxes 

per employe 

Tuxes 
per $100 of 
net xii lex 

1938 

$12,983,961 

35.7 

$2.32 

$212 

$2.59 

1939 

18.548.100 

33.2 

3.29 

250 

3.00 

1940 

32.650.033 

47.5 

5.72 

394 

4.01 


Additional taxes collected for Federal and state governments from 
customers ami employes-such as Sides and Social Security taxes. 


1938 .$5,900,875 

1939 . 7 , 285.881 

1940 . 8.3.36.852 


For over twenty years the Company has followed the 
practice of paying its Federal Income Tax on install¬ 
ment sale profits on the so-called "installment account¬ 
ing method.” Under this method the installment sale 
profits were taxed over the period of years covered by 
installment payments. Accordingly at the close of each 
year there was a contingent tax liability on the profit 
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remaining in the unpaid installment account balance. 
On the Balance Sheet the estimated amount of this tax 
was shown in the “Reserve for Federal Income Tax 
applicable to Deferred Profit on Installment Sales.” 

Due to the uncertainty that existed with respect to 
future tax laws, and in order to avoid carrying a tax 
liability on a profit subject to future tax legislation, it 
was deemed desirable to change from the installment 
accounting method to the accrual method of reporting 
installment sale profits. This change has accordingly 
been made, permission to do so having been granted by 
the Bureau of Internal Revenue. Under the accrual 
method of accounting the tax on installment sale profits 
will be incurred in the year during which the install¬ 
ment sale is made. A reserve of $3,300,000 had previ¬ 
ously been provided out of profits for this tax. An 
additional $5,500,000 has been taken out of surplus and 
made available. 

THE FUTURE: 

An increase in merchandise inventory and commit¬ 
ments is necessary to take care of expanding sales vol¬ 
ume under present conditions. However, unlike the 
previous World War period, when the Company’s busi¬ 
ness was all mail order, considerably over one-half of the 


business of the Company is now conducted through its 
retail stores. Consequently, a much greater flexibility 
in dealing with changing markets has been secured be¬ 
cause, in the stores, prices do not need to be set for a 
fixed period as is the case of the catalog. 

Plant expansion will, of course, be curtailed during 
the national emergency. A number of the stores and 
other capital improvements in facilities which were 
planned last year will be completed in 15)41 but new 
projects involving capital expenditures will be gener¬ 
ally restricted. 

Sears, Roebuck and Co., as a distributor of general 
merchandise, cannot make as direct a contribution to 
our Country's defense program as a manufacturing 
company. But by performing as efficiently as possible 
its function as a national distributor, it can make a 
very real and important contribution by supplying the 
day to day needs of those who work directly on defense 
needs—farmers and factory employes alike. The Com¬ 
pany will continue to make every effort toward holding 
its prices at the minimum possible level. 

To this task, your Company pledges all its energies. 

The Directors and Officers again express their appre¬ 
ciation for the loyalty and co-operation of our custom¬ 
ers, employes, stockholders and sources of supply. 
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CONSOLIDATED INCOME ACCOUNT 

EXCLUDING INSURANCE COMPANIES NOT CONSOLIDATED 



February 1, 1940 
to 

January 31, 1941 

February 1, 1939 
to 

January 31, 1940 

Net Sales . 


$704,301,014 


$617,414,266 

Deduct:—Cost of Sales, Advertising, Selling, Ad¬ 
ministrative, and General Expense . 

Repairs and Maintenance . 

Depreciation . 

$631,505,564 

3,684,090 

8,397,094 

643,586,748 

$556,418,509 
3,420,564 
8,406,736 

568,245,809 

Profit from Operations. 


60,714,266 


49,168,457 

Other Income: 

Dividends. 

Interest on Investments and Advances. 

Profit on Sale of Investments and Securities . . . 

1,268,278 

106,834 

918,788 

2,293,900 

1,494,758 

117,053 

1,611,811 

Gross Income. 


63,008,166 


50,780,268 

Deductions from Income: 

Interest on Notes Payable . 

Special Charges and Reserves . 

Contribution (to The Savings and Profit Sharing Pension Fund 
of Sears . Roebuck and Co. Employes) . 

253,443 

4,136,140 

4,389,583 

167,100 

313,230 

3,013,435 

3,493,765 

Net Income, before provision for Federal Income 
and Excess Profits Taxes . 


58,618,583 


47,286,503 

Provision for Federal Income and Excess Profits 
Taxes: 

Normal Tax. 

Excess Profits Tax. 

15,165,000 

7,335,000 

22,500,000 

10,000,000 

10,000,000 

Net Income including Interest of Minority Stock¬ 
holders . 


36,118,583 


37,286,503 

Adjustment for Minority Stockholders' Interest . . 


31,915 


31,229 

Net Consolidated Income . 


$36,086,668 


$37,255,274 

NOTE: Owing to the large excess reserves for depreciation over the accumulated depreciation allowed by the Bureau 
of Internal Revenue for tax purposes as of January 31, 1940, the current income account was charged with approximately 
$1,600,000 excess depreciation (excess over that allowed for income tax purposes) as compared with a charge of approxi¬ 
mately $2,400,000 for excess depreciation in the previous year. 

The foregoing Consolidated Income Account does not include Undistributed Net Profit of Unconsolidated Insurance 
Companies of $108,011 for the year ended December 31, 1940 and of $76,693 for the year ended December 31, 1939. 

CONSOLIDATED EARNED 

SURPLUS ACCOUNT 

Balance January 31, 1940 . 

Add —Net Consolidated Income. 




$ 85,027,510 
36,086,668 

Deduct: 

Dividends Paid. 




121,114,178 


Provision for settlement of Federal Income Tax applicable to Deferred Profit on Install¬ 
ment Sales . 2,500,000 26,632,712 

Balance January 31, 1941 . $ 94,481,466 


CHARLES E. HUMM, 

Comptroller 
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SEARS/ 


ROEBUCK AND CO. 

EXCLUDING INSURANCE COMPANIES 


ASSETS 



January 31, 1941 

January 31, 1940 

Current Assets: 

Cash (after payment of $5,312,000 Federal 
Income Tax applicable to Deferred Profit on 

Installment Sales). 

Marketable Securities (Market Value $6,295,296) 
Accounts and Notes Receivable: 

Customers’ Installment Accounts (including 
$5,144,930 Equity in Installment Accounts Sold) 
approximately $7,000,000 maturing after 

one year. 

Employes' Accounts Receivable. 

Other Notes and Accounts Receivable .... 

Total. 

Less: Reserve for Collection and Doubtful 
Accounts .. 

$ 17,778,864 
4,624,809 

$ 83,831,268 

582,243 

9,214,746 

93,628,257 

11,797,160 81,831,097 

$16,429,698 

5,404,049 

$80,495,323 

543,472 

7,939.200 

88,977,995 

11,391,426 77,586,569 

Inventories ( Valued at lower of cost or market): 
Merchandise; raw materials, work in process, ond finished 
stock at factories. 

Total Current Assets. 

Insurance Fund (U. S. Treasury Bonds) .... 
Mortgages, and Properties Held for Resale: 

Mortgages Receivable. 

Properties held for resale. 

Total. 

Less: Reserve for Collection and Unrealized 
Losses . 

129,212,482 

233,447,252 

1,500,000 

1,862,190 

248,293 

11 2,584,216 

212,004,532 

1,500,000 

2,693,105 

438,607 

2,110,483 

354,072 1,756,411 

3,131,712 

376.554 2,755,158 

Investments and Advances: 

Securities of Other Companies . 

Notes, Loans, and Advances to Manufacturers 

Total. 

Less: Reserve for Possible Losses . 

Balance . 

Insurance Companies (100% owned). 

Deferred Charges to Future Operations: 

Catalogs in Process and Supplies. 

Insurance, Rents and Other Charges. 

Fixed Assets: 

Land. 

Buildings. 

Furniture, Fixtures and Equipment. 

Total. 

Less: Reserve for Depreciation . 

Equity in Properties: 

Land and Buildings. 

Less: Mortgages . 

6,287,986 

3,715,949 

6,340,355 

3,324,682 

10,003,935 

2,077,468 

7,926,467 

1,348,347 9,274.814 

9,665,037 

1,737,660 

7,927,377 

1,348,347 9,275,724 

5,726,065 

2,295,031 8,021,096 

16,983,676 

90,193,013 

43,488.848 

133,681,861 

65,619,133 68,062,728 

19,875,535 

5,242,875 

5,165,151 

2,259,088 7,424,239 

15,165,227 

86,560,114 

40,475,109 

127,035,223 

62,665,443 64,369,780 

19,722,180 

5,468,825 

Balance. 

Less: Reserve for Depreciation . 

Purchase Contracts—Land and Buildings (net). . 
Leasehold and Building Improvements, less Amor- 

tization. 

Total Fixed Assets . 

Plates, Drawings, Cuts, and Goodwill — 

Encyclopaedia Britannica. 

14,632,660 

4,381,107 10,251,553 

14,253,355 

4,036,973 10,216,382 

63,082 

1,069,545 

(96,430,584) 

1 

1 

893,303 

(90,644,692) 

203,737 

1 

$350,430,159 

$323,808,083 
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CONSOLIDATED BALANCE SHEET 

SHOWN AS INVESTMENTS 

LIABILITIES AND CAPITAL 


Current Liabilities: 

Notes Payable.. 

Accounts Payable.. 

Due Customers—Refunds and Unfilled Orders 
Federal Income and Other Accrued Taxes . 

Other Accruals.. 

Total Current Liabilities.. 


Mortgage and Serial Notes of Subsidiaries . . 
Reserves for: 

Federal Income Tax applicable to Deferred 

Profit on Installment Sales. 

Collection of Installment Accounts Sold. 

Uninsured Risks. 

Contingencies. 

Other Purposes. 

Minority Stockholders’ Interest in Subsidiary 
Companies. 


Shares 

6,000,000 

5,794,234 


Capital Stock—Without Par Value: 

Authorized . 

Issued. 

Less: 

Treasury Stock . 

Stock held by Trustee for sale under Employes' 

Stock Purchase Plans .. 81,702 

, Issued and Outstanding.. . 5,712,532 

Earned Surplus—Annexed Exhibit. 


January 31, 1941 


$18,223,480 

4,888,006 

30,473,160 

7,974,362 


$61,559,008 


5,522,649 

1,500,000 

3,290,017 

2,796,869 


13,109,535 

788,666 


180,491,484 

94,481,466 


$350,430,159 


January 31, 1940 


$ 6 , 200,000 

15,016,214 

3,942,015 

13,940,264 

6,485,596 


$45,584,089 

384,400 


3,300,000 

2,734,804 

1,500,000 

3,230,221 

3,762,637 


Shares 

6,000,000 

5,794,234 

9,812 

_140,921 

5,643,501 


14,527,662 


765,895 


177,518,527 

85,027,510 

$323,808,083 


CHARLES E. HUMM, 

To The Stockholders and Board of Directors of Comptroller 

Sears, Roebuck and Co.: 

We have examined the Consolidated Balance Sheet of SEARS, ROEBUCK AND CO. and subsidiary companies as of January 31, 
1941, and the related Consolidated Income and Surplus Accounts for the year then ended. In that connection, we have accepted and 
included, after review, the Company's own financial statements of stores and factories, many of which were examined by us during the 
year under a program of periodic audits. 

We have tested the quantities, prices, and computations of the inventories at all mail order houses, which inventories comprise ap¬ 
proximately 40 per cent of the total inventory value. We have also mode similar tests at 35 per cent of the retail "A" stores and at 33 
per cent of the warehouses. We have accepted the remaining inventories at retail stores and factories, many of which were examined by 
us during the year, after applying gross profit tests to establish the reasonable accuracy of the inventories at those units. Adequate pro¬ 
vision has been made for slow-moving and obsolete stock. The inventory values, in our opinion, are substantially correct as stated. 

We have reviewed the system of internal control and the accounting procedures of the Companies without making a detailed audit 
of all transactions and have examined or tested accounting records of the Companies and other supporting evidence, by methods and to 
the extent we deemed appropriate. The Companies' accounts have been maintained in conformity with accepted accounting principles 
on a basis consistent with that of the preceding year, except that during the current year the Companies changed the tax policy of reporting 
income on installment sales from the “Installment Accounting Method” to the “Accrual Method ' resulting in a charge to Surplus of S2.500,- 
000.00. Our examination was made in accordance with generally accepted auditing standards applicable in the circumstances and included 
all procedures which we considered necessary. 

In our opinion, the accompanying Consolidated Balance Sheet and the related Consolidated Income and Surplus Accounts fairly 
present the financial condition of the Company and its subsidiaries as at January 31, 1941 and the results of operations for the fiscal year 
ended on that date. 

R. G. RANKIN & CO.. 

Certified Public Accountants 


Chicago, Illinois 
March 21. 1941 
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ALLSTATE INSURANCE COMPANY 

ALLSTATE FIRE INSURANCE COMPANY I COMBINED 

I STATEMENT OF 
I ASSETS AND 
LIABILITIES 


ASSETS 


LIABILITIES 


OFFICERS 
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DECEMBER 31. 1940 

DECEMBER 31. 1939 

Cash. 

... $ 563,719 

$ 273,597 

Marketable Securities 

. . . 4,361,117 

3,715,527 

Premiums in Course of Collection 

. . . 720,473 

538,553 

Mortgage Loans. 

. . . 823,488 

886,936 

Other Assets. 

. . . 34,585 

38.775 

Total. 

. . . $6,503,382 

$5,453,388 

Losses in Process of Adjustment . 

. . . $1,512,150 

$1,428,444 

Reserve for Taxes .... 

. . . 421,000 

204,151 

Reserve for Unearned Premiums . 

. . . 2,173,198 

1,725,029 

Reserve for Contingencies 

. . . 525,000 

430,000 

Other Reserves. 

. . . 205,731 

157,472 

Capital Stock. 

. . . 400,000 

350,000 

Surplus. 

. . . 1,266,303 

1,158,292 

Total. 

. . . $6,503,382 

$5,453,388 


Eligible bonds amortized, other bonds and all stocks stated at market 
prices as approved by the National Association of Insurance Com¬ 
missioners. 

Robert E. Wood, Chairman of Board 
Gilbert Alexander, President 

Calvin Fentress, Jr., Executive Vice President and Secretary 
W. N. Lowe, Vice President and Treasurer 
Paul B. Kelly, Vice President and Comptroller 
V. C. Gorton, Vice President and General Counsel 
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C—HIS 


his is a new kind of report for Sears, Roebuck and 
Co.—a sharp departure from the formal type of statement. 

The “Income Account” and the “Balance Sheet” have 
been rendered in simplified detail; each item in these tabulations 
is parenthetically explained. In order to make cross references 
especially easy, we have printed the “Income Account” and the 
“Balance Sheet” on the same page. 

On the back of the page, specifying what the company did 
during the past year, is reproduced for the first time an organiza¬ 
tion chart which, in considerable degree, shows how the company 
did it. 

Finally, we have attempted to provide stockholders, 
including our 47,000 employes who are shareholders through 
their membership in the Profit Sharing and Pension Fund, with 
a three-dimension picture of the company:—an account of its 
evolution from its origin in 1886 to the present. 

This interpretation has been prepared informally and, 
while it is not an explicit or official declaration of the company’s 
policies, it is an attempt to give information concerning policies 
and practices of your company as it operates today. We hope 
thus to give a colorful impression of the company, past and 
present, and that this will help individual stockholders better to 
understand their company. 

The 1940 Annual Report should not be construed as set¬ 
ting a precedent for future reports. Whether our stockholders 
want a report prepared in such detail remains to be seen. 


T. J. Carney, President 

Sears, Roebuck and Co. 



CUSTOMERS 


SEARS, 





ROEBUCK AND CO. ORGANIZATION CHART 



CHAIRMAN AND 
BOARD OF DIRECTORS 




The other side of this page shows whaf was done at Sears, Roebuck and Co. during 
the last fiscal year. This side shows how it was done. 

The blood, bone and sinew of this organization structure are the more than 
65,000 employes whose ranks extend from the president’s desk to the newest 
employe of the smallest retail store. They are responsible to 16 directors who are 



in turn responsible to 55,000 stockholders. And directly or indirectly, they all 
work for the ultimate boss of the Sears organization—the customer: 12,000,000 
families of mail order customers, and untold millions of Sears retail families. 


PRESIDENT 


VICE PRESIDENT 

IN CHARGE OF PACIFIC COAST 
TERRITORY 


VICE PRESIDENT 
IN CHARGE OF SOUTHERN 
INDUSTRIAL DEVELOPMENT 


EXECUTIVE VICE PRESIDENT 


VICE PRESIDENT 

IN CHARGE OF MERCHANDISING 


VICE PRESIDENT 
IN CHARGE OF FACTORIES 


VICE PRESIDENT 
IN CHARGE OF OPERATIONS 


VICE PRESIDENT IN CHARGE OF 
RETAIL ADMINISTRATION 
AND PERSONNEL DIRECTOR 


TREASURER 


COMPTROLLER AND SECRETARY 


ASSISTANT TO THE PRESIDENT 
AND PUBLIC RELATIONS 


TECHNICAL LABORATORIES 
AND MERCHANDISE 
DEVELOPMENT 


29 MERCHANDISE 
SUPERVISORS 


14 WHOLLY OWNED 
FACTORIES 


GENERAL ACCOUNTING 
AND INSURANCE 


PACKAGE DESIGNING 
AND MERCHANDISE 
INSPECTION 


REAL ESTATE 
AND CONSTRUCTION 


GENERAL TRAFFIC 


AUDITING 


RETAIL ADVERTISING 


RETAIL DISPLAY 


AGENCIES 


LEASED DEPARTMENTS 
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CREDIT DEPARTMENT 



NON-MANUFACTURING 

SUBSIDIARIES 


10 MAIL ORDER PLANTS AND NEW YORK OFFICE 















































































































































CONSOLIDATED INCOME ACCOUNT 

EXCLUDING INSURANCE COMPANIES NOT CONSOLIDATED 



FEBRUARY 1, 1940 

TO 

JANUARY 31, 1941 

FEBRUARY 1, 1939 

TO 

JANUARY 31, 1940 


NET SALES. 

Comprise the total or gross sales of the company, including 
time payment sales, less the value of merchandise which 
customers returned, and allowances and adjustments made 
to customers. 


$704,301,014 


$617,414,266 


Deduct— 

ALL SELLING AND OPERATING EXPENSES: 






Selling Costs. 

This figure is the aggregate of all expenditures made 
directly for the purpose of producing sales:—the total paid 
to manufacturers for merchandise; the costs of all adver¬ 
tising and promotion, including catalogs; all payroll and 
administrative costs; rents and state and local taxes; all 
general expense incident to the operation of the business. 

$631,505/564 


$556,418,509 



Repairs and Maintenance. 

This involves the cost of keeping the buildings and equip¬ 
ment repaired and in first class working condition. 

3,684,090 


3,420,564 



Depreciation. 

8,397,094 

643,586,748 

8,406,736 

568,245,809 


Buildings, machines and all sorts of physical equipment tend 
to wear out. This figure represents an appraisal of the 
wear sustained by these properties during the year. 






j The remainder: THE COMPANY’S OPERAT¬ 
ING PROFIT ......... 


60,714,266 


49,168,457 


Add— 

OTHER INCOME: 






Dividends. .......... 

This item represents the total received by Sears as divi¬ 
dends on investments in outside enterprises which are 
included in the balance sheet headings, “Marketable 
Securities" and “Investments." 

1,268,278 


1,494,758 



Interest on Investments and Advances . 

The company has certain sums invested in bonds and loans- 
This item represents the interest received on these invest¬ 
ments and loans. 

106,834 


117,053 



Profit on the Sale of Investments and Securities 

918,788 

2,293,900 

— 

1,611,811 


This figure shows the profit made by the company on invest¬ 
ments which were liquidated during the year. 






The sum: THE COMPANY’S GROSS INCOME . 


63,008,166 


50,780,268 


Deduct— 

INTEREST—SPECIAL CHARGES—PROFIT 
SHARING CONTRIBUTION: 






Interest on Notes Payable. 

This item represents the interest paid on bank loans which 
are reported under current liabilities as notes payable. 

253,443 


167,100 



Special Charges and Reserves. 

This represents expense of an unusual nature which is not 
part of the normal operation of the business. 



313,230 



Contribution to “The Savings and Profit Shar¬ 
ing Pension Fund of Sears, Roebuck and 
Co. Employes”. 

4,136,140 

4,389,583 

3,013,435 

3,493,765 


in addition to the customary contribution of the company to 
this Fund, five per cent of net profit before deductions for 
dividends or federal income taxes, the company this year 
is contributing an extra $1,000,000. 






The remainder: THE COMPANY’S NET IN¬ 
COME BEFORE PROVISION FOR FEDERAL 
INCOME AND EXCESS PROFITS TAXES 
AND BEFORE ADJUSTMENT FOR MINOR¬ 
ITY STOCKHOLDERS’ INTEREST . . . 


58,618,583 


47,286,503 


Deduct— 

Normal Federal Income Tax. 

15,165,000 


10,000,000 

- .. 


Excess Profits Tax. 

This sum is Sears accountants' estimate of the company's 
1940 federal income tax and excess profits tax, which is 
set aside for payment of these taxes. 

7,335,000 

22,500,000 

— 

10,000,000 

Net Income Including interest of Minority j 
Stockholders. 


36,118,583 


37,286,503 


Adjustment for Minority Stockholders’Interest : 

This is the share of the profits of partially owned factories 
which goes to other part owners. 


31,915 


31,229 


The remainder: THE COMPANY’S NET CON¬ 
SOLIDATED INCOME. 


$36,086,668 


$ 37,255,274 








Note.—Owing to the large excess reserves for depreciation over the accumu¬ 
lated depreciation allowed by the Bureau of Internal Revenue for tax purposes 
as of January 31, 1940, the current income account was charged with approxi¬ 
mately $1,600,000 excess depreciation (excess over that allowed for income 
tax purposes) as compared with a charge of approximately $2,400,000 for 
excess depreciation in the previous year. 


The foregoing Consolidated Income Account does not include Undistributed 
Net Profit of Unconsolidated Insurance Companies of $108,011 for the year 
ended December 31, 1940 and of $76,693 for the year ended December 31, 
1939. 


THE CUSTOMER’S DOLLAR WAS SPENT LIKE THIS IN 1940 



NET INCOME 
5 . 12 % 


EMPLOYES 


DEPRECIATION 

1 . 19 % 


PAYROLL 

15.66% 


MERCHANDISE COST 
OTHER EXPENSES 

72.21% 




TAXES MAINTENANCE 


PROFIT 

SHARING 

.59% 


OFFICERS’ 

SALARIES 
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CONSOLIDATED BALANCE SHEET 

■ . EXCLU DIM© IhSSURAMCE COMPANIES SHOWN AS INVESTMENTS 


ASSETS 

An Itemization of the Money and Property Owned by the Company and the Money Owed to the Company 


LIABILITIES AND CAPITAL 

An Itemization of the Money Owed by the Company directly to its Creditors, and 
the amount of Stockholders’ Equity in the Company. 


JANUARY 31, 1941 


JANUARY 31, 1940 


JANUARY 31, 1941 


JANUARY 31, 1940 


CURRENT ASSETS: 

CASH. 

This is the cash which the company has on hand and in banks with 
which to pay current obligations. 

MARKETABLE SECURITIES. 

The company’s investment in common stocks and bonds which are listed 
on the principal stock exchanges and are easily negotiable. Market 
value, $6,295,296. 

ACCOUNTS AND NOTES RECEIVABLE: 

Customers’ Installment Accounts(lncluding $5,144,930 
Equity in Installment Accounts Sold). 

This represents the amount due the company from customers on install¬ 
ment accounts. 

Employes' Accounts Receivable. 

Money owed the company by employes on charge accounts and loans. 

Other Notes and Accounts Receivable. 

This is the total of amounts due from customers on C.O.D. accounts, 
merchants' credit accounts, and amounts due from other companies in 
the normal course of business. 

TOTAL. 

Deduct— 

Reserve for Collection and Doubtful Accounts 

This reserve is to take care of the expense of our credit and collection 
department in the handling of installment and other accounts receiv¬ 
able, and for possible losses on doubtful accounts. 

INVENTORIES . 

This is the company's evaluation of the merchandise owned by the 
company in warehouses, mail order plants, retail stores, and factories. 
Value is figured at cost if the cost is lower than the current market 
price, or at the current market price if it is lower than cost. 

TOTAL CURRENT ASSETS. 


CURRENT LIABILITIES: 


$ 17,778,864 
4,624,809 


$ 16,429,698 
5,404,049 


NOTES PAYABLE. 

This represents the amount of short term loans due banks. 


$ 83,831,268 

582,243 

9,214,746 

93,628,257 

11,797,160 81,831,097 


129,212,482 


233,447,252 


$ 80,495,323 

543,472 

7,939,200 

88,977,995 

11,391,426 77,586,569 

112,584,216 

212,004,532 


ACCOUNTS PAYABLE. 

This refers to money due our sources of supply and other firms from 
whom Sears buy services of various sorts. 

DUE CUSTOMERS-REFUNDS AND UNFILLED ORDERS 

This is the total of refunds issued to customers and not yet cashed, plus 
cash received for orders not yet shipped. 

FEDERAL INCOME AND OTHER ACCRUED TAXES . 

This is an estimated amount to cover the payment of all taxes. 


OTHER ACCRUALS 


$ 18,223,480 

4,888,006 

30,473,160 

7,974,362 


$ 6,200,000 

15,016,214 

3,942,015 

13,940,264 

6,485,596 


This represents amounts due for payroll, bonus, commissions, and 
interest at the end of the year, but payable in the following year. 


TOTAL CURRENT LIABILITIES 


$ 61,559,008 


$ 45,584,089 


NOTS: Compare the "TOTAL CURRENT ASSETS" ($233,447,252) with the "TOTAL CURRENT LIABILITIES" ($61,559,008). The difference 
between the two ($171,888,244) represents the company's "working capital.” Total current liabilities are, in other words, only 26 per sent of 
total current assets, which means that there is a sound and hecifhy difference between owned assets that ean be readily converted info cash, 

and obligations which have a near due-date. 


INSURANCE FUND (U. S. TREASURY BONDS). . . 


1,500,000 


1,500,000 

A sum of $1,500,000 has been invested in government bonds, 
to cover possible losses which are not covered by insurance 
policies. 





MORTGAGES AND PROPERTIES HELD FOR RESALE: 
Mortgages Receivable. 

1,862,190 


2,693,105 


This is the total still outstanding on mortgages acquired by the 
"Modern Homes" department which was discontinued several years 





ago. 





Properties Held for Resale. 

248,293 


438,607 


This represents the value of residence properties which have been 
reacquired by the "Modern Homes" department. They are being sold 
as rapidly as possible. 





Total. 

2,110,483 


3,131,712 


Deduct— 

Reserve for Collection and Unrealized Losses. 

354,072 

1,756,411 

376,554 

2,755,158 






resale of properties. 





INVESTMENTS AND ADVANCES: 

Securities of Other Companies. 

6,287,986 


6,340,355 


This represents our investment in stocks and bonds of companies with 
whom we do business. 





Notes, Loans, and Advances to Manufacturers . 

3,715,949 


3,324,682 


This represents notes receivable, loans, and advances to manufac¬ 
turers which are not due and payable during the current year, and 
advances to landlords for alterations on leaseholds. 





Total... 

10,003,935 


9,665,037 


Deduct— 

Reserve for Possible Losses. 

2,077,468 


1,737,660 


This represents a reserve to cover any possible losses on investments 
and advances. 





BALANCE.. 

7,926,467 


7,927,377 


Insurance Companies. 

1,348,347 

9,274,814 

1,348,347 

9,275,724 

This represents our 100% ownership of the Allstate Insurance Company 
and the Allstate Fire Insurance Company. 





DEFERRED CHARGES TO FUTURE OPERATIONS: 

Catalogs in Process and Supplies. 

5,726,065 


5,165,151 


This represents expense incurred in connection with the catalogs to be 
distributed the following year, and supplies paid for which are to be 
used in the following year. 





Insurance, Rents, and Other Charges ..... 

2,295,031 

8,021,096 

2,259,088 

7,424,239 

This represents insurance, rents, and other items paid for in advance 
which apply to future years' operations. 





FIXED ASSETS: 





Land . ....... 


16,983,676 


15,165,227 

This represents our investment in land used by our mail order plants, 
retail stores, and factories. 





Buildings. 

90,193,013 


86,560,114 


This represents the cost of our mail order, retail store, and factory 
buildings. 





Furniture, Fixtures, and Equipment. 

43,488,848 


40,475,109 


This represents the cost of furniture and fixtures, automotive equip¬ 
ment, and machinery. 





Total. 

133,681,861 


127,035,223 


Deduct— 

Reserve for Depreciation.. 

65,619,133 

68,062,728 

62,665,443 

64,369,780 

This represents a provision made for decrease in value of buildings, 
furniture, fixtures, and equipment, due to ordinary wear. 





Equity in Properties. 

19,875,535 


19,722,180 


This represents the value of mortgaged land and buildings. 





Less: Mortgages. 

5,242,875 


5,468,825 


This represents the balance owing on mortgages on these lands and 
buildings. 





BALANCE. 

14,632,660 


14,253,355 


Less: Reserve for Depreciation. 

4,381,107 

10,251,553 

4,036,973 

10,216,382 

This represents a provision for the decrease in value of the buildings 
due to ordinary wear. 





Purchase Contracts—Land and Buildings (Net) 


63,082 


_ 

This represents our equity in land and buildings which are being paid 
for over a period of years, less an amount deducted for building 
depreciation due to ordinary wear. 






Leasehold and Building Improvements, Less Amorti- 




893,303 

zation. 


1,069,545 


This represents alterations and improvements to retail store buildings, 
less a provision for amortization. 





Total Fixed Assets.. . . . 

PLATES, DRAWINGS, CUTS AND GOODWILL- 
ENCYCLOPAEDIA BRITANNICA. 

This represents the unamortized portion of the cost of plates, drawings, 
cuts and goodwill. The plates, drawings and cuts were completely 
charged off in the current year. 

GOODWILL.. 

This represents the value of the name Sears, Roebuck and Co. due to 
its years of honest dealings with customers. The value of this 
goodwill is inestimable, but if is shown at the nominal figure of one 

( 96,430,584) 

1 

1 

( 90,644,692) 

203,737 

1 




$350,430,159 


$323,808,083 

dollar for the purpose of listing this asset on the balance sheet. 




MORTGAGE AND SERIAL NOTES OF SUBSIDIARIES . 

This represents obligations of majority-owned factories to other com¬ 
panies for mortgage and serial notes. This liability was paid during 
the current year. 

RESERVES FOR: 

Federal Income Tax Applicable to Deferred Profit 
on Installment Sales. 

This represents the amount of federal income tax on the Deferred 
Profit on Installment Sales, for which the tax is paid as collections 
are received from customers. This tax payment was made in 1940 
and no such liability now exists. 

Collection of Installment Accounts Sold .... 

This is a reserve to take care of the expense of our credit and 
collection department in the handling of installment accounts sold, 
and for possible losses on installment accounts sold. 

Uninsured Risks. 

This represents a reserve earmarked for possible losses which are 
_ not covered by specific insurance policies. Back of this, we have 
$1,500,000 in U. S. Treasury Bonds. 


Contingencies. 

This covers a reserve provided for unforeseen contingencies. 

Other Purposes. 

This reserve consists of various reserves provided for possible 
losses on specific operations. 

MINORITY STOCKHOLDERS’ INTEREST IN SUBSIDI¬ 
ARY COMPANIES. 

This is the share of ownership of partially owned factories which belongs 
to other part owners. 

CAPITAL STOCK. 

The company is authorized to issue 6,000,000 shares of stock, of 
which 5,794,234 shares have been issued. The Treasury Stock was 
sold during the current year. 

Treasury Stock. 

Stock Held by Trustee for Sale Under Employes’ Stock 
Purchase Plans. 

This represents the balance of stock allotted to employes in accord¬ 
ance with stock purchase plans to enable employes to become stock¬ 
holders of the company. 

STOCK ISSUED AND OUTSTANDING. 

EARNED SURPLUS. 


This represents earnings not distributed to stockholders as dividends, 
but invested in the business. 


384,400 


5,522,649 


1,500,000 


3,300,000 


2,734,804 


1,500,000 


3,290,017 

2,796,869 13,109,535 


788,666 


Shares 


3,230,221 

3,762,637 14,527,662 

765,895 

Shares 


5,794,234 


81,702 


5,712,532 180,491,484 

94,481,466 

$350,430,159 


5,794,234 

9,812 

140,921 

5,643,501 177,518,527 

85,027,510 

$323,808,083 


CONSOLIDATED EARNED SURPLUS ACCOUNT 

This statement is a projection through the fiscal year of the “Earned Surplus” 
item which appears on the Balance Sheet. Its entries show just how the com¬ 
pany’s “Earned Surplus” changed through the addition of net income and the 
deduction of dividends and reserves. 


Balance January 31, 1940. 

Add—Net Consolidated Income. 

Deduct: 

Dividends Paid. 

Provision for settlement of Federal Income Tax applicable to Deferred 
Profit on Installment Sales. 

Balance January 31, 1941. 


$ 85,027,510 
36,086,668 

121,114,178 

$ 24,132,712 

2,500,000 26,632,712 

$ 94,481,466 
































































































































































THE STORY OF SEARS 


T HE Redskins were still whooping it up somewhat 
over the war trails of the Northwest ami Arizona 
and New Mexico but the American frontier un¬ 
doubtedly was rousing to its death rattle back in 1880 
when Richard Warren Sears, the impassioned station 
agent woke up one morning and found himself in the 
mail order business. 

In about three years, the crack of the starter’s pistol 
would send a land-famished mob sprawling across the 
borders of Oklahoma Territory on the last Land Rush. 
Four years later, the Rattle of Wounded Knee would 
ring down the final curtain on the three-century-old 
melodrama of Indian warfare. Within a decade and a 
half, the last of the great gold stampedes would be on 
the wane in the Klondike and the Yukon. 

By common agreement, the frontier had been some¬ 
thing for adventurous spirits to tackle ever since white 
men first landed on the continent. Anyone bored or 
discontented with poor pickings at home, anyone itch¬ 
ing for a fight or a frolic, could decamp for Roaring 
Gulch or some similar haven and find a variety of these 
rich pleasures. So the frontier became a sort of reservoir 
which drained off the excess energies of a new and 
frisky people. 

The industrial revolution and the era of factory 
production could not, or at least did not, get a good grip 
in the United States until the frontier had started to 
dissolve. But finally with no more Indians to chase, no 
more gold to scoop out of the rivers and not much more 
profitable land to claim, American energies had to be 
harnessed to a new game. And some of the erudite 
authorities do say that this set-up had something to do 
with the fact that the country got up its first head of 
steam in the eighties and nineties for its big era of 
business and industrial expansion. 

Therefore it is probably not stretching the evidence 
to judge that it was a lucky thing for young Dick Sears 
and divers others who travelled his trail, that the box 


of watches arrived in 1880 because the times had 
ripened for what he and they had to offer. 

* * * 

The story of Dick Sears and the box of watches has, 
by now, become almost a part of American folklore and 
there is no need to rehearse it here with incidental 
music and off-stage sounds. 

Sears, at the age of 23, was station agent for the 
Minneapolis and St. Louis railroad in the sweet but 
microscopic hamlet of North Redwood, Minnesota. His 
father had failed in a stock-farm venture and shortly^ 
thereafter had died; young Richard was the sole pro¬ 
vider for his mother and sisters. He managed this on 
the few dollars he received as station agent plus a few 
dimes picked up by selling venison and blueberries 
purveyed by the tired and apathetic Indians who were 
in residence throughout the region. 


It was only after considered deliberation that the officers of the 
Company concluded to incorporate "The Story of Sears" in 
the Annual Report for 1940. The "story" teas written and 
submitted by Mr. M. 11. Yarling, a Sears employe of several 
years standing. As originator and editor of the Company's 
employe publication, “Sears News-Graphic” Mr. Yarling has 
delved deeply into the background and history of the Company, 
its policies and personalities. 

Beyond the verification of essential dates and figures, the 
story appears exactly as it was submitted. No attempt has been 
made to either edit or change it. It presents the Company and 
its operations from the viewpoint of an observer who has had an 
unusual opportunity to appraise it. 

The appearance of this type of story in an annual statement 
is at least a marked departure from custom. It is submitted 
to the stockholders of the Company and to the members of the 
organization with the feeling that it will increase their knowl- 
edge of the background and philosophy of the Company into 
which they have invested either their money or their time—or 

both • T. J. Carxey 
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North Redwood Station —The fateful box of watches ar¬ 
rived . . . No provision had been made for their return. 


The fateful box of watches arrived at the Nortli 
Redwood station, addressed to the town jeweler who 
was overstocked and wanted no part of them. No 
provision had been made for their return. From the 
wholesaler who had sent the watches. Scars obtained 
permission to dispose of them in his own way. He wrote 
letters to railroad men up and down the line and offered 
the orphan merchandise at prices which must have 
seemed implausible to the hostlers of the Iron Horse for 
the retail markup was tall and tough in those days. He 
pocketed a tidy profit, bought and sold more watches, 
pocketed more profits . . . suddenly asked himself: 

“Z low long has this sort of thing been going on?" 

* * ★ 

Well, it had been going on for a long, long time; at 
least since some prying busybody invented the wheel, 
or since human beings learned the neat trick of talking 
with sound-language rather than sign language or since 
they discovered a way to add up a column of two figures. 
The scenario is both pre-historic and modern: 

Man bites idea. Idea bites back. Brisk ruckus en¬ 
sues. Members of idea’s family come tumbling into the 
fray and history is made on the better kind of battle¬ 
field. 

Here is a thumbnail sketch of the idea which engaged 
Dick Scars: 

”If you can find a good way to offer good merchandise 
for less money, you can always find a good customer to 
buy it.” 

From the Benjamin Franklin branch of the family 
tree, another idea invited itself to the debate; it looked 
like this: 

“Keep thy shopper and thy shopper will keep thee.” 

These ideas were the ancestors of a strapping family 
group which in later years became known to fame as 
the “Rosenwald Creed.” 

'Phis composition, hence, is not merely, or mainly a 
history of Sears, Roebuck and Co., nor a clinical report 
upon the firm's organs and dimensions, nor yet a critical 
essay on its hopes and aspirations. It is rather the biog¬ 
raphy of an idea, or better still, the genealogical study 
of a family of ideas, the kind of ideas which snap at 
men and make them leap. 

Richard TV. Sears, the lively ex-station agent, crams 
watches ami mailing lists into his cardbourd suitcase and 
hoards the evening train for Minneapolis. There he hangs 
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out the shingle of the It. 'V. Sears Watch Company. Sales 
soar and the company booms into Chicago when: the soaring 
continues. A blind ad in a Chicago newspaper brings to the 
firm a wide-eyed farm boy of Tippecanoe County, Indiana, 
who has learned to tune watches in between sessions with 
pitchfork ami plow, and thus Sears meets Roebuck. 

In a few months, Sears tires, retires, his business having 
been sold to an eastern syndicate. A jaded plutocrat with 
‘24 years and $00,000 to his credit, he toys with the notion of 
becoming a country banker complete, according to the code 
of the eighties with mutton-chop whiskers and a vault full of 
farm mortgages. 

But in even fewer months he is more bored than tired. He 
summons Roebuck to Minneapolis. Soon a sign is nailed to 
the Globe building: “Sears. Roebuck and Co.,” and thus 
begins a coupling of names that is destined to become almost 
as much a part of the language, almost as much a symbol of 
affinity, as “ham and eggs,” "pork ami beans." 

Within a few more months, the good ship Sears-Roebuck 
sails into the Gay Nineties, and into Chicago which has been 
home harbor ever since. 

★ * * 

The Gay Nineties, not having been named yet, don't know 
that they are supposed to be so hilarious; instead they have a 
liverish tinge up to and through the economic swoon of ’93. 
But the merry and mettlesome men of Sears ami Roebuck 
haul cargoes amounting to $29(i.3(i8 in the year ending Aug. 
31, 18!)2, to $420,85.3 in 1894. In 1895. this brash stripling of 
business does a gross volume of close to $800,000 and that is 
too much of a good thing. 

Sales have grown beyond the firm's ability to handle and 
absorb them. There is too much business, too little system, 
too much inventory, too little financing. A bad case of 
money trouble is in the offing. 

A. C. Roebuck, overworked and ill. withdraws from the 
management. Julius Rosenwald, a small clothing manu¬ 
facturer. lost in the shuffle of Chicago’s teeming West Side, 
becomes vice president and part owner. 

August 23, 189.5 when the new articles of incorpora¬ 
tion were signed, is probably the most important date 
in the history of Sears, Roebuck and Co. 

Richard Sears was a swashbuckling genius of promo¬ 
tion, one of the greatest advertising men that ever 
lived; literally, he invented the Sears, Roebuck catalog 
and for years wrote most of it. A dynamic entrepreneur, 
he viewed the mail order business as a means to an end 
and that end was the production of profits. In this 
attitude he was merely vibrating to the trade winds of 
his generation. 

Julius Rosenwald was certainly not finicky in his atti¬ 
tude toward profits, but he saw also in this strange 
and callow enterprise an effective means of gearing 
distribution to the new techniques of mass production 
which were asking for permission to refashion the 
nation’s way of living. He recognized in the mail order 
methodology a pioneer effort toward mass distribution, 
a design for moving merchandise which might furnish 
the essential complement to the assembly lines of the 
burgeoning machine age. 

Like Sears, he was nagged by ideas and some of the 
best of these found expression in the famous Rosenwald 
Creed which was a kind of tocsin of the new movement 
in merchandising. Its basic premise: 

“Sell honest merchandise for less money and many 
people will buy.” 

Its cardinal conclusions: 

“(1) Sell for less by buying for less. Buy for less 
through the instrumentality of mass buying and cash 
buying. 1iut maintain the quality. 









Richard W. Sears —"How long has this sort of thing 
been going on?" 

strumentality of mass buying and cash buying"; “cut 
the cost of sales"; “make less profit on each item and sell 
more items"), worked handsomely. They worked much 
too well for business was coming too fast for accuracy, 
speed and general quality of service. 

Orders gushed into the plant, washed against in¬ 
numerable bottlenecks, churned and foamed. The more 
business improved, the more service deteriorated; the 
more orders, the more time it took to fill an order. The 
space occupied by the bins where orders were assembled 
for packing and mailing swelled to 70,000 square feet. 

Out of these miseries evolved the celebrated Sears 
“Schedule System.” Intrinsically, the “Schedule Sys¬ 
tem" was a new code of handling which ruled that all 
orders pass through the house on a predetermined 
schedule. The bins where orders were assembled were 
reserved for only 15 minutes per order. After this time 
had elapsed, each bin was ticketed for the next order; 
if the previous order was not on its way to the customer, 
somebody had to think up an answer fast. 

An intricate system of chutes, multiple conveyor 
belts, ducts, tubes and many other time and labor sav¬ 
ing mechanisms was formulated. All these had to be 
invented as the mechanical implements of “Schedule.” 

After the “Schedule System" had been in effect for a 
while, the area required for assembly bins shrank from 
70,000 to 10,000 square feet of floor space. And the 
time required to start the average order on its way to 
the customer dwindled to 86 hours. 

It is generally agreed that the principle of schedule 
and its successful application to the complexities of 
mail order operating, actually saved the company’s 
life. In effect, it constituted a long, careful program of 
corrective surgery which finally conquered what would 
have been a fatal disease. 


"(2) Sell for less by cutting the cost of sales. Reduce 
to the absolute practical minimum the expense of mov¬ 
ing goods from producer to consumer. But maintain the 
quality. 

“(3) Make less profit on each individual item and 
increase your aggregate profit by selling more items. 
But maintain the quality." 

Its coda: 

"Treat people fairly and honestly and generously and 
their response U'ill be fair and honest and generous." 

The twentieth and most turbulent century conies in like a 
lamb but Sears' sales, having skittered in five years from less 
than #800,000 to more than # 11 , 000 , 000 , makes a lion-like 
entry into the new era. 

In another five years, the company, still in its nonage, is 
erecting the biggest business building in the world, four miles 
west of Chicago's Ix>op. The next year, the first mail order 
branch is established in Dallas. 

Also in 1906, another (and the final) reincorporation is 
effected on June 10 with a charter under the laws of the 
State of New York: its capital raised to # 1-0,000,000 of which 
# 10 , 000,000 is to be seven per cent preferred and #.‘{ 0 . 000 , 000 . 
common stock. This is the start of the corporation which 
lives and has its being as Sears, Roebuck and Co. today. 

Four years later, a second mail order branch looms over 
Seattle. And in that year, the tenth in the new century’s 
first decade, sales spiral to more than #00,000.000. 

In these days of frantic huffing and puffing into the higher 
fiscal altitudes, the company learns that growth is not 
always health, that bigness is not always happiness. For 
hand in hand with bigger ami better sales come bigger ami 
badder headaches. 

The basic ideas which sparked the management were 
unquestionably sound and full of volts. They did ex¬ 
actly what they set out to do: they produced sales in 
greater and ever greater volume. From the standpoint 
of pure selling, the dynamics of the Rosenwald Creed, 
(“sell for less by buying for less . . . through the in- 


Alvah C. Roebuck —Who learned to tune watches in 
between sessions with pitchfork and plow. 
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The company’s merchandising philosophy began to 
mature during the early years of the century. 

The basic doctrine prescribed that the tremendous 
resources implicit in mass selling be exploited to lower 
prices and raise quality. 

Richard Sears while on a hunting trip in Minnesota 
saw a cream separator for the first time in the kitchen 
of a farmer. lie asked how much it had cost. About 
$150 said the farmer. Abruptly Sears left the hunting 
expedition and returned to Chicago. He thought a 
cream separator shouldn’t cost that much so he went 
hunting for a manufacturer. He found one, rolled up 
his sleeves, sharpened his pencil and argued that a 
sound cream separator could be manufactured to sell * 
by mail order for about $50. Within a few years, the 
company had sold 40,000 separators for $50 apiece. 
The savings to farmers ran demonstrably into the mil¬ 
lions of dollars and the company had mined a new vein, 
had made new customers, new profits and had augmented 
its own buying power. 

Julius Rosenwald chose the sewing machine as his 
guinea pig. It had been selling in the catalog for $17.50; 
its cost to Sears was $11.50. He proposed that the 
company shoot the works on a staggering order and 
reduce the price from $17.50 to $13.50,—after the 
manufacturer had agreed that the cost could be shaved 
to $10.50 in view of the expanded production. He was 
sure that he could bring this coup off on the ground that 
the difference of a few dollars, or even a few cents in the 
price of an item may mean, in thousands of homes, the 
difference between a sale and an unwillingness or even 
an inability to buy. 

When the returns were polled, the company could 
hardly believe what had happened: 

In a single month, 10,000 sewing machines had been 
sold! 

It was Q. E. I). And mass distribution completes its 
circuit when a lowered price creates mass savings and 
permits more customers to buy more merchandise, 
again at more savings. 

These incidents were a kind of preview of twentieth 
century mass merchandising. They are elementary and 
uncomplicated examples of what the Sears merchants 
have been trying to do ever since across the whole 

gamut of a nation’s industry. 

* * * 

A dynasty of merchants of a new species began to 
evolve at Sears, Roebuck and Co. They had to become 
masters of their specialty; a talent for the elementary 
arithmetic of mass buying and mass selling was no 
longer enough. 

Today the Sears merchandise supervisor (which is 
the company’s intra-mural nomenclature for the execu¬ 
tive head of one or more merchandise departments), 
needs to possess the best qualities of a first rate econo¬ 
mist, a better-than-yeoman statistician, a field marshal, 
a pundit of mass psychology, and preferably he should 
glow with the aura of the crystal-gazer. 

He must see that his inventories stay in nice adjust¬ 
ment to such mysterious factors as probable demand 
based on the probabilities of public buying power, raw 
material and manufacturing costs, abrupt shifts inpopu- 
lar taste and prejudice, any far reaching event which 
might affect the nation’s economy. 
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Julius Rosenwald —"Treat people fairly and honestly 
and generously .. 


He must be something of an engineer, at least enough 
of one to interpret technical reports and pass judgment 
upon the physical and mechanical excellence of his 
lines. He must know enough about manufacturing 
methods to determine if he is buying at the right price, 
enough about marketing to determine if he is selling at 
the right price. 

As far as his own lines are concerned, he must know 
all there is to know about where raw materials are pro¬ 
duced, where they are processed, where the merchan¬ 
dise is manufactured, where, why and how the finished 

product is sold. 

★ ★ ★ 

In this brief ventilation of Sears’ mail order history, 
manners and morals, ancient, medieval and modern, 
there has been comment on: (1) what the company does 
before it sells merchandise (viz.: it buys); (2) what the 
company does after it sells merchandise (viz.: it operates). 

But there has been no clue as to how the company 
sells merchandise. 

There has been little fretting about this function 
because the mail order selling job has been for many 
years under the stewardship of the “World’s Greatest 
Salesman.” You should get a firm grip on yourself 
before you view the “World’s Greatest Salesman" in 
all of his mountainous entirety. 

He weighs 19,000 tons, tons, not pounds. That is 
his maximum weight when, in the late summer, he sallies 




fortli to sell fall and winter merchandise. He is thinner 
and weighs perhaps 2,000 tons less in the winter when 
he starts out to peddle spring and summer goods. 

Before he begins each semi-annual trip, he takes a 
bath. His tub is the size of two standard 00-foot swim¬ 
ming tanks, shoved together and filled to the brim with 
ink. So lusty and voracious is he, that when he emerges 
from these ablutions, he has drunk or otherwise absorbed 
the entire contents of this swimming pool dow’n to the 
last ebony drop. 

It would require a battalion of comptometer experts 
to estimate how far he travels each year. His trips 
strike astronomical figures in miles; probably they could 
be better expressed in terms of light-years. He calls on 
approximately 7,500,000 families, located in every 
county in every state in the Union (probably in almost 
every township), and he pays his visit to each family 
twice annually. 

Probably no travelling salesman ever known to world 
commerce was accorded so much of his customers’ 
time. They willingly spend hours, even days, with him. 
They seem to find real pleasure in listening to him talk 
and in looking at the pictures which he show’s them; 
since he sells 100,000 items, he has to carry pictures 
rather than actual samples. They know’ that he is in¬ 
formative and friendly and that he won't high-pressure 
them; they know that he will be severely chided by his 
boss if he misrepresents his goods. So he becomes 
almost a member of the family as he chats over its 
needs for the coming season. 

His customers trust him to the point where they send 
in hundreds of millions of their hard-earned dollars to his 
firm before they ever see what they are buying. In 
fine, the relationship between this behemoth of selling 
and his clientele is almost a holy miracle of modern-day 
business. 

By now% you will not be astonished at the announce¬ 


ment that this cosmic drummer is better known as the 
Sears, Roebuck and Co. general catalog. 

The Sears general catalog has been called the “World’s 
Greatest Salesman” for only one reason: its sales of 
record are greater than those of any other advertising 
medium in the history of the publishing industry. 

★ * ★ 

The catalog has quite a brigade of junior assistants 
who mop up in its wake or profess a specialty that even 
the big book cannot incorporate. There are: the 
“flyer,” a semi-annual mid-season salesbook (17,000,- 
000 copies); the “bargain bulletins" (26,000,000); a 
special Christmas supplement (6,000,000). There are 
other and smaller brochures which have both variety 
and allure: one describes and offers watchmakers’ tools; 
another tells how to upholster. There is a "Monuments” 
circular, a “Music Roll" circular; a “Hobby Lumber” 
booklet, to mention only a few'. In all, the company 
produces 118 different sales publications. 

Considered apart from the company and from the 
functions which it performs for the company, the 
catalog (taken along with its “subsidiaries") consti¬ 
tutes one of the biggest publishing enterprises in the 
known w'orld. It is also one of the weirdest for thou¬ 
sands of people are employed and millions of dollars 
are spent to create and distribute a product which Is 
given away! 

Riding again the narrative tide of Sears, Roebuck and Co. 
in the Twentieth Century: in 1909, Richard W. Sears, founder 
and titan of promotion, retires as president. He is succeeded 
by Julius Rosenwald who heads the firm until 15)24 when he 
becomes chairman of the board. In 1914. Richard Sears dies. 

The company hits its stride in the century’s second decade. 
No year in this period fails to improve upon the sales of the 
previous year as volume climbs from $61,829,792 in 1910 to 
$238,982,584 in 1919. 

but in 1921, the company runs smash into disaster; after 
the general catalog is printed and in the hands of customers 



World’s Greatest Salesman, in 1894 dress— The first catalog to bear the imprimatur of Sears, Roebuck and Co. Its 322 
pages bore witness to the fact that the lusty industrial infant was looking for new merchandise fields to conquer. 
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awl its prices fixed for six months, the whole price structure 
of the nation is knocked galley west by the post-war land¬ 
slide of commodity values. Sears sales collapse from $233,- 
850,872 to $159,034,518, a shrinkage of more than a third 
and the firm nose-dives from net profits of $1 1,740,070 to a 
catastrophic net loss of $16,435,408. Julius Rosenwald per¬ 
sonally makes available $‘21,000,000, redeems the company 
from bitter eventualities and it emerges at length, with both 
scar tissue and an indelible lesson in the occult science of 
inventory control. 

Arising from its bed of pain, Sears launches a grandiose 
program of mail order expansion. Between 1920 and 1928. 
giant mail order stores are built and opened in Philadelphia. 
Kansas City. I.os Angeles, Atlanta. Memphis. Minneapolis 
and Boston. 

By 1928, the dream-goal of the mail order industry, 24-hour 
service on all orders, all over the country, has become an 
actuality. 

* * * 

On February 1, 1925, Sears, Roebuck is a solid and familiar 
landmark, the store-keeper of rural America. It has been so 
for two generations. Its catalog is the Old Reliable of the 
farmlands. The company is something established on the 
American scene, something unchanging and apparently un¬ 
changeable. 

But the next day, the unchangeable had changed. 

Sears had opened a retail department store! 

Mail order trappings had been removed from a certain 
section of the big Sears Chicago mail order plant. A few par¬ 
titions had been knocked down and a few others set up. 
Walls were refinished, tables, counters and other retail 
selling paraphernalia installed, a sales force trained, merchan¬ 
dise moved in, a few ads run in the newspaper and there, 
quietly enough, is the start of a new epoch. 

Three months later, a second store is opened in the Seattle 
mail order plant: during August of the same year, a third and 
a fourth are opened in the Dallas and Kansas City mail order 
plants. 


On October 5, the first Sears retail establishment outside 
of a mail order plant, begins its career in Evansville, Indiana. 

The big campaign is on. Nineteen twenty-five ends with 
eight stores in operation but this is just the curtain raiser. 

The store-rush gathers momentum in 1927, swings into top 
speed through ’28 and ’29. During a 12-month stretch 
within this period, stores are opened on the average of one 
for every other business day. 

Leases can’t be signed fast enough: stores can’t be readied 
fast enough: personnel can’t be hired fast enough. 

Records are set; the next week they are smashed. Opening 
day crowds mount to bigger and bigger totals until the 
simultaneous opening of two huge units in Detroit when 
121,712 people pass through the Sears portals between nine 
in the morning and nine at night. 

From one end of the land to the other rumble fat freight 
trains filled with store opening merchandise, whiz trainloads 
and planeloads of Sears merchandise men, operating men, 
real estate experts, advertising specialists, construction bosses, 
engineers, auditors and economists, and all of the flora and 
fauna of that brand new super-spectacle, the Store Rush. 

In January of 1928, the man who bears the chief, if not the 
exclusive responsibility for inducing the management to 
establish a retail system, is named president of the company. 
Ilis name is General Robert E. Wood and he comes to realize 
many times during the next decade that he had asked for a 
lot of trouble when he thought up the Sears retail stores. 

In the limbo of all mass hysterias pass those gay and giddy 
days of the middle and late twenties, of Sears’ drive into 
retail. 

Comes, Black October of 1929. 

Comes, January 1, 1930. 

January 1, 1930, reveals Sears with only five years’ experi¬ 
ence in the retail business, facing the problem of steering 310 
new stores through what was evidently going to be something 
special in the way of depressions. 

All but a few of these stores have been in existence for only 
two years and they are making a bid for acceptance in cities 


OPENING OF RETAIL STORES BY YEARS 



1925 1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 1939 1940 

8 I 20 165 134 34 56 28 27 25 21 24 42 17 28 73 
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which know little aUmt the Comjwny and can- levs. The 
management has to learn how to run retail stores and run 
318 of them at one and the same time. Its managerial and 
executive group consists chiefly of experienced retail men 
who know little or nothing about Sears, or experienced Scars 
men who know little or nothing alamt retail. It has to keep 
the organization together and functioning effectively while 
gross sales keep diving faster and faster, month after month. 
It has to maintain a convincing appeal to customers whose 
incomes have been muugled by panic times. 

What happened is one of the most dramatic stories in the 
history of American business ami it has never been told before 
except in fits uud starts, never all together in one piece: 

After financing and operating 316 new retail stores largely 
out of its own accumulated reserves, and without calling 
upon its stockholders for a cent. Sears, Roebuck and Co. 
buffets the depression seas of 1930, ’31, '32. '33 and '34 and 
emerges in 1933 to show a consolidated five-year net profit 
of 350.204,764. 

In 19,13, the nine-year-old retail fledgling passes in total 
sulcs volume the old guard of muil order which has 48 cam¬ 
paigns to its credit and which, a decade curlier was. all by 
itself, the "World's largest Store.” 

In 1914 to 191(1 inclusive, total company sales mount stead¬ 
ily. except for one mild relapse in 1918, ami in 1949. they have 
more than trebled the total sales of 1944. the last year when 
the company distributes! exclusively by mail order. 

In round millions, the firm’s total business moves up in this 
manner from 1034 to and including 1940:118, 417, .WO. 374. 
534. 037, 7 49. 

And the retail stores themselves increase in number from 
810 to 303. 

* * ★ 

The corpus of doctrine which had made the mail 
order organization of Scars, Roebuck and Co. the 
biggest tiling of its kind in the world, was the primary 
reference source in the formulation of the firm's retail 
philosophy. 

“Sell for less . .. 

“Sell for less by cutting the cost of sales. Reduce to 
the absolute practical minimum the expense of moving 
goods from producer to consumer. 

“Make levs profit on each item ... and sell more 
items.’* 

Nothing happened in the rapid improvising of retail 
techniques (through boom, depression, recovery, reces¬ 
sion and incipient boom again) that deviated from the 
basic party line of mail order, although these had to 
be amplified to a vastly widened sphere of activity, 
intensified to cope with a vastly toughened complica¬ 
tion of problems. 

* * * 

The retail system was by no means an extemporane¬ 
ous performance. It was the product of a long range 
plan which evolved out of a protracted period of study 
and fuct finding. The plan called for stores and u 
merchandising policy built around the circumference of 
the mass market. 

The founding fathers of Sears’ retail organization, 
headed by General Wood and an informal staff of 
assistants which consisted largely of the men who loduy 
run the company, started with a firm core of ideas 
about the character and the peculiarities of the nation's 
latter-day economy. They had some very unfavorable 
opinions about several things which hail happened to 
retail distribution and most of these were related 


to its tendency to pick up foolish and unnatural costs. 

There was nothing extant to model their projected 
stores on because they thought that hewing to a model 
would probably mean reproducing mistakes. They 
thought further that they would Ik.* able to make 
enough mistakes of their own without imitating those 
of more experienced persons. 

First, they presumed that they had better look to¬ 
ward territory previously untapped by Sears: large 
cities, metropolitan suburbs and cities of middling size 
where their new form of distribution would not be 
forced to compete directly with their old; the catalog 
was doing nicely in its own bailiwick but it was getting 
all the competition it needed. 

Second, they had the notion that cities were over¬ 
crowded and that it was becoming increasingly extrav¬ 
agant ami onerous to simp in the rude, hustle-bustle 
traffic of downtown business districts. So they decided 
to locate their large stores on arterial thoroughfares in 
outlying sections of metropolitan areas; here land was 
comparatively cheap, here enough could be purchased 
to accommodate a broad-based horizontal type of 
building (which could Ik 1 operates! much more eco¬ 
nomically than a vertical building), and to provide free 
parking space for customers. Smaller stores selected 
for smaller cities were to he closer to the center of busi¬ 
ness but safely outside the so-called high rent districts. 

Third, they assigned to themselves the job of boiling 
out the fatuous swank and glitter, the idle gestures and 
non sequiturs of retailing; the waste motions and the 
lost motions, all of which add very painfully to the 
price of merchandise but contribute exactly nothing to 
its value. They set out to isolate ami liquidate the 
imrasitcs of retail overhead, those busy little tenants 
of business pr<»cedure which eat their own weight but 
don't pull it. 

* * * 

The retail planners, starting from scratch, tried to 
make themselves think of a retail store as something 
needed but never heard of liefore, an organism which 
should be built and operated to |>crform certain func¬ 
tions cleanly and efficiently. Deciding that the con¬ 
ventional retail store was an unnecessarily complex 
organism, they directed their efforts toward simplifying 
the structure in order to simplify the performance of 
function. 

So a new kind of store had to he invented to meet the 
Sears hypothesis. In the case of the larger stores, 
which the company built, this involved the creation of 
a new architecture as well as a new collocation of parts. 
In the case of the smaller stores, which the company 
leased, it involved almost revolutionary changes in 
arrangement and layout and merchandise selection. 
In the case of both, it involved the fabrication of u 
whole new body of skills uml strategies for the display 
of merchandise. And Sears display, most savants of 
the profession have conceded, became a famous trade¬ 
mark. 

The company originated the "windowless store” and 
pioneered the use of both complete and modified air 
conditioning in retail establishments; also the adapta¬ 
tion of free parking and super-service stations in the 
building of a complete retail “community.” 
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Because orthodox distribution was full of waste mo¬ 
tion. which is to say, wasted money, a retail equivalent 
of the mailorder “Schedule System" became mandatory: 

Profit analysts proved that the net profit of a store 
somehow kept in rather close ratio to the distance 
which its merchandise had to travel between its manu¬ 
facturing sources and its own stockrooms, conditioned 
by the effect of freight rates charged against this bit of 
travel. So the nation’s entire transportation system, 
both rail and auto truck, was minutely explored, then 
codified in its application to the location of all Sears 
sources, warehouses and retail outlets. The flow of 
goods from factory to store was thus brought under 
steady and intelligent controls. 

* * * 

In the good old days of strictly mail order selling, 
promotion was relatively calm, simple and symmetrical. 
A merchandise line was given so much space iu the 
catalog. It had to deliver volume in certain proportion 
to the agreed value of that space, else other arrange¬ 
ments were made: the space was reduced and may lx* 
reduced again until the sales scored ami the space 
ullottcd reached the desired state of compatibility. 
From the standpoint of the gimlet-eyed auditors, the 
cutulog was the perfect medium because they always 
knew how much merchandise every part of it sold and 
no one could ascribe a sale to any other influence. 

But a mysterious compound of influences might pro¬ 
duce retail sales. No one could tell for sure. 

At length, the company discovered, through triul 
and error ami torment, that the best vehicle for retail 
promotion was the daily newspaper. Accordingly, the 
company became the largest direct buyer of newspaper 
column inches in the country and its bill for white space 
in 11)40, for example, was more than $11,000,000. 

In time, the major procedures of retail promotion 
became grooved: collective nation-wide sales were 
geared to seasonal buying splurges. Mainly these were: 
the “Anniversary Sale” in the autumn, the “Value 
Demonstration” in the spring, the quaint and imagina¬ 
tive “King for a Week” event in late winter, the “Su|x*r 
Value Days,” “Dollar Days.” In addition there blos¬ 
somed numerous departmental promotions and certain 
selling drives of local import and local color. 

★ ♦ ★ 

Prior to retail, office managers, department execu¬ 
tives and foremen in the mail order divisions gave new 


employes almost all of the training they got; at least 
the various department heads outlined what was ex¬ 
pected of the neophyte and let nature take its course. 

The order filler (along with his brother functionaries 
in a mail order plant) never saw the customer and 
didn't need to know unything about selling which was 
done with paper and ink by the advertising men who 
got out the catalog. 

The training of retail salespeople, however, was soon 
recognized as a standard branch of the pedagogic arts 
and sciences. The retail salesperson had to know both 
the company and the merchandise and how to sell 
both. So a program of classroom lectures and demon¬ 
strations and printed “correspondence courses” was 
instituted to qualify the retail salesforce and keep it fit. 
* * * 

The Sears retail stores were administered under a 
strongly centralized government at the start. They were 
controlled under rather rigid lines of authority out of 
Chicago and not much was left to the initiative and 
poetic license of the store managers. It had to be so 
during the company’s formative period; otherwise 
there would have been scores of "companies” rather than 
one with many of them working at cross purposes. 

But the retail system was (and is) in a state of flux 
and that flux moved inevitably toward decentraliza¬ 
tion. Today fewer stores than ever report to the parent 
organization through intermediary executives which, of 
course, means a greater range of free choice in the local 
administration of the local store. The local executive 
authority, whether he be the manager of a single store, 
a “group manager" or a “zone officer" is pretty much 
his own man. Naturally he defers to certain regulations 
which seek to uphold basic national policy and to 
guarantee the common benefits accruing to syndicate 
operations. 

* * * 

The course and direction of Sears’ merchandising 
since the birth of the retail system has not changed but 
the river-bed has broadened and the stream feeds a 
market which has been multiplied by four. 

For example, retail stores provided access to an in¬ 
comparably bigger buying public for electrical and 
mechanical equipment than the company had ever 
known. The stronger demand in these lines stimulated 
the development of a better product. Some of the 
company’s noteworthy triumphs in merchandise de- 



An Order From the “Wish Book”— After being placed in the U. S. Mails, it speeds its wav to a Sears 
mail order plant. There the letter is opened and the order recorded on the customer’s individual record card. 
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velopment were hastened by the opportunities which 
retail presented for the sale of such items as electric 
refrigerators, electric washing machines and vacuum 
cleaners, heating plants, plumbing installations, radios 
and gas and electric stoves. The rapid climb of the 
firm to leadership as a distributor of automobile tires 
and accessories, was due largely (apart from the fact 
that in the middle twenties a superlative product was 
developed) to the selling avenues opened up by the new 
retail market. 

The growth of retail patronage induced greater em¬ 
phasis upon the style consideration in all categories of 
merchandise although this movement was in progress 
during many years when the company was exclusively 
mail order. Style consultants were hired for the ready- 
to-wear, piece goods and various home furnishings de¬ 
partments, among others, and outside experts were 
occasionally called in. But this was the continuation, 
not the inception of a policy for the rural market has 
not been insensitive to the style factor in its appraisal 
of merchandise. (Sears merchants are aware that farm 
folk are not so different from city folk as most of the 
learned authorities seem to believe. They have an un¬ 
usually high level of taste and intelligence. They are 
well informed and yield nothing to their city cousins 
in their desire to live in attractive homes and wear 
fetching clothes. Except that they perhaps do not react 
quite so quickly or violently to new style trends, they 
have, within the same income groupings, about the 
same appreciation for fashion and eye appeal in the 
things they buy.) 

* * * 

Perhaps the most far-reaching development in mer¬ 
chandising at Sears, Roebuck and Co. during its first 
decade and a half of retail was in essence an intellectual 
one: the fulfillment of the firm's ancient hypotheses in 
a full-bodied concept of distribution as an actual com¬ 
ponent of production. 

If production begins with the harvesting of primary 
wealth, out of the soil and out of the mines, it cannot 
be assumed to have ended when the manufacturing 
process itself ends. Manufactured goods in a warehouse 
are manufactured goods in a vacuum, or, as the Scars 
theorists argue, maybe they don’t rationally exist at all. 
The act of production, they say, is consummated only 
when the product is in use by human beings; production 
ends only when consumption begins. The only rational 


excuse for the long train of events beginning with raw 
materials and reaching its semi-final stages with the 
manufactured product, is consumption. 

Production then, their reasoning continued, is effec¬ 
tual only in the degree that its gearing meshes with the 
gears of distribution; in the degree that this engage¬ 
ment of gear-threads fails, there are lost energies, wasted 
resources of men, money and materials, and finally 
under-consumption with its attendant dislocations in 
the body economic. 

Superficially this failure is a failure of distribution. 
Actually it is a failure to coordinate production with 
distribution. 

For years it was taken for granted that the impulse 
toward such coordination should come from the manu¬ 
facturer. The manufacturer agreed and offered no end 
of “dealer helps” and dealer advice. But Sears is not 
so sure that help should flow exclusively from manu¬ 
facturer to distributor. Perhaps the distributor is in 
a better position to extend aid and comfort; unquestion¬ 
ably the distributor maintains closer contact with the 
consumer, is more sensitive to his reactions. 

The company, accordingly, has presumed to give ad¬ 
vice and, on occasion, more substantial assistance to the 
manufacturer. It has loaned money for production. It 
has helped manufacturers obtain raw materials. It 
has made investments in certain industries. Moreover, 
it has sometimes told manufacturers not only what to 
make and how to make it but where it should be made. 
And in the "where" of this counsel lies the firm's ob¬ 
session with the decentralization of industry, a major 
plank in the platform of the company. 

* * * 

For several years Sears has had no reticence about 
advising its sources to move closer to their necessary raw 
materials, to locate away from the artificial costs of 
operation in big cities, to gauge the point where small 
factories may be more efficient than large factories. 

it has gone further.To speed up such healthful moves, 
it has given financial support to manufacturers who were 
willing, but not able, to accept this advice: $700,000 to 
build a stove factory in Tennessee, $000,000 to erect a 
tire-factory in Mississippi. These examples, however 
startling, are only a few among many: if the Sears city 
fathers have their way these are only the birth pangs 
of a giant trend. 

Because Sears has to plan far in advance or sink into 



Then with startling rapidity the order runs the gamut of the famous schedule system and although a variety of merchandise 
may be involved it all arrives at an assembling point at an appointed time. Packaged, it starts its journey to the customer. 
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a mercantile bog, its buying is scheduled in such a way 
as to provide activity for factories during their off- 
seasons. By leveling the peaks and valleys of produc¬ 
tion, the company is able to excise the brutal bulges of 
overhead for many of its manufacturing confreres. 
Thus industries whose years were a series of feasts and 
famines have been able to lead orderly lives, realize 
unexpected profits and keep people working who would 
otherwise be idle in production's long rainy seasons. 

For instance. Sears often has 1.50,000 lawn mowers 
manufactured by January 1; 350,000 storm windows 
manufactured by June 1; 1,800,000 blankets by May 1; 
100,000 toy trains by May 1. 

Sometimes, the company underwrites an entire pro¬ 
gram of manufacturing for a specially designed line, 
including designing costs, tools, dies, and all the initial 
expenses of a large scale production effort. Obviously, 
if a distributor is to work out a manufacturing program 
along these lines, his volume of sales must be great 
enough to absorb the large initial costs. Here again, 
mass merchandising becomes a boon to both manu¬ 
facturer and consumer: 

If it costs $500,000 to tool up a line of refrigerator 
cabinets, this is but $1 per cabinet if the subsequent 
volume is 500,000 units. But it is $10 per cabinet if the 
volume is only 50,000. The same principle holds true 
through the whole range of general merchandise, hard 
lines as well as textiles, small articles as well as big. 

* * * 

In a cogent document on the new mass distribution, 
T. V. Houser, merchandising vice president of Sears, 
reduced the thesis to its simplest terms. Comparing the 
man-hours required to produce merchandise under the 
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technology of the new production with the man-hours 
required to distribute the same merchandise under the rou¬ 
tines of the old distribution, he said: 

“A man’s dress shoe can be completely manufactured 
and ready for shipment in one and a half hours of a 
man's time. Some 24 minutes of time make a gallon 
of paint ready for shipment. A bicycle takes some five 
and a half hours and a spark plug about four and a 
half minutes. A good quality gas range is produced 
in the equivalent of 18 hours of one person’s time. . . . 
If you are one to do handy jobs around the house or 
summer camp you can contrast the result of a few 
hours of your time with the equivalent time spent 
under the direction and with the facilities of American 
industry. 

“ . . . Let’s go back to that man’s shoe for a minute. 
If you take the difference between the value of that 
shoe on the factory platform and the price paid by the 
consumer who needs the article and convert the spread 
into equivalent hours of labor, you have a startling 
comparison. That man’s shoe which took one and a 
half hours to make, takes the equivalent of six and a 
half man hours to distribute, over four times as much. 

“ . . . Isn’t it obvious that constructive efforts to 
reduce this spread have nothing to do with the quality 
of the shoe? Its quality was determined by the material 
and the amount of skill and labor which the manufac¬ 
turer put into it. After it was packed in a case in the 
factory warehouse, nothing more could add to or sub¬ 
tract from its quality. No matter how much is spent in 
getting it sold to the consumer, no matter how much 
it travels or is handled or through whose hands it goes 
before reaching the consumer, all this has nothing to do 
with the quality of the shoe. 

“Let’s look at a few of those other articles; that gallon 
of paint which took 24 minutes to make, now takes 
two and a half hours to get sold to the consumer, six 
times as many man hours for distribution as for pro¬ 
duction. All these other items take from three to ten 
times and more.” 

The more the change, the more it is the same. The 
old creed of the nineties, elaborated in the idiom of 
modern economics and modern technology, re-echoes 
down the corridors of the forties and through the aisles 
and hallways of Sears, Roebuck and Co. “Sell honest 
merchandise for less money and many people will 
buy. ...” 

★ * * 

In their annual report to stockholders for the fiscal 
year, 1039, Thomas J. Carney, president of Sears, 
Rt>ebuck and Co., and Gen. It. E. Wood, board chair¬ 
man, declared: 

”... behind the representations of balance sheet 
mathematics are certain important intangibles which 
will always be vital factors in the success of the com¬ 
pany. 

"These intangibles may be best expressed as a series 
of relationships: 

”—between Sears and its customers; 

“—between Sears and its manufacturing sources; 

”—between Sears and its stockholders; 

”—between Sears and its employes; 

“—between Sears and the public.” 





Mr. Carney regretfully concedes that these five rela¬ 
tionships are cultivated mainly on the basis of enlight¬ 
ened self interest. He thinks it would be fine if he could 
say that this preoccupation with ideals consists of 
idealism all compact; it would be fine but he fears it 
would not be entirely candid. 

Surely it is no more than good business for the firm 
to seek the goodwill of these five interests. Sears, as it 
is presently constituted, could not exist very long 
without the friendly cooperation of its customers, its 
sources, its stockholders, its employes. And if the com¬ 
pany, often or severely, offended against the common¬ 
weal, it would be done in by the ill will of the public 
since, happily enough, we still live under the rules and 
regulations of a free democracy. 

* * * 

In measuring the first three of these relationships, 
a quick and infallible diagnosis is possible upon these 
criteria: 

When customers grow dissatisfied, they cjuit buying 
from Sears. 

When manufacturing sources grow dissatisfied, they 
quit selling to Sears. 

When stockholders grow dissatisfied they quit Sears. 
(That is, they quit or they say it with proxies which is 
the democratic way of doing things. And in either 
instance, the state of the stockholder relationship is 
unmistakable.) 

THE CUSTOMER: 

This shadowy personality is by all odds the most 
potent single influence in the affairs of the firm. He 
votes his approval or reproof every day and registers 
his sentiments where they mean, and count, most; he 
takes part in a perpetual referendum. Given time to 
emphasize his feelings, he can fire anyone in the com¬ 
pany from the chairman and the president on down. 

But the customer, fortunately, is not secretive. There 
is an item on the “Income Account” which is a sure 
barometer of customer relations; that item is labelled 
“Sales.” 

In 1800, Sears' sales were less than $100,000. Ten 
years later they were $11,000,000. In 1010, they were 
more than $64,000,000. In 1020, they were almost 
$255,000,000. In 1030, they were around $300,000,000. 
In 1040, they nearly doubled through a moody and in¬ 
calculable decade and stood at almost $750,000,000. 

In a half century customers cast a vote of confidence 
which started at $100,000 and rose to almost $750,000,- 
000 . 

The company had attempted to fetch the customer 
on the major premise: “Sell honest merchandise for less 
money and many people will buy” and this requires no 
elucidation because everything reported in these pages 
attempts to show what happened between this premise 
and its logical conclusion. But several extra efforts 
were made to protect and reassure the customer. 

One was the guarantee which was announced by 
Julius Rosenwald in the days of Sears’ adolescent strug¬ 
gle for attention. “Satisfaction Guaranteed or Your 
Money Back” was the way it was first expressed; later 
it departed from the phraseology but not from the 
spirit of what was once an astonishing challenge. Other 
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merchants told Julius Rosenwald that this bit of bom¬ 
bast would ruin him and embarrass them; he replied 
that time would prove that it wasn’t bombast,—that 
instead it might be considered bedrock policy. ('ustomers 
took him at his word. 

Customers received further protection when Sears, 
in 11)11, became the first distributor to establish testing 
laboratories. From then to now, the laboratories have 
checked on both the matter and the manner of every 
merchandise line sold by the firm; they check wear- 
ability and durability, functional excellence, cost ele¬ 
ments, the quality of the materials used and they em¬ 
ploy machines and methods which have been approved 
by the U. S. Bureau of Standards and research author¬ 
ities of many leading universities. 

Since they were founded, the testing laboratories 
have investigated over 300,000 technical problems, 
many of which required from one to a hundred separate 
tests. 

Buyers consult the laboratories in order to get a clean 
bill of health for their purchases and the romantic 
advertising men are admonished to obtain scientific 
support for their flights of fancy before rushing into 
print with claims as to what the merchandise is, what 
it will do. 

On the surface, these may seem to be exceptional 
checks and restraints set up to protect the customer. 
Really, the chief beneficiary is the company. A guaran¬ 
tee, backed by Sears' resources, is an explosive sales 
stimulus. And it would be sad indeed if the merchan¬ 
dise were first tested in the homes of the customers 
where bad results would mean bad business, rather than 
in the company's laboratories where bad results mean 
the rejection of bad merchandise. 
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Sears National Headquarters— Four miles west of Chicago’s Loop is this huge structure, built in 1905. Its 3,500,000 
square feet of floor space contain the "schedule system's" line of march, labyrinths of offices, tons of stored merchandise. 


THE MANUFACTURING SOURCES: 

It is self evident that both ends of a business transac¬ 
tion, buying and selling, must be anchored in reason¬ 
able satisfaction, otherwise something will give way 
somewhere along the line. The fact that Sears regularly 
does business with more than 7,000 manufacturing 
sources must indicate that its buying activities run into 
a large and varied total of buyer-seller satisfaction. 

The corporation is not wholly an amateur of produc¬ 
tion: it owns 14 factories and has a minority interest in 
several others. The pain and melancholy which occa¬ 
sionally descend on those who undertake to manufac¬ 
ture goods is by no means unknown to Sears. 

The company's business, it may be inferred, is gener¬ 
ally considered desirable for several reasons: 

It buys large quantities of merchandise and a large 
order is, other things being equal, more profitable than 
a small order, else America's vaunted mass production 
is a delusion and a snare. It occasionally finances the 
filling of such orders, helps in the purchase of new ma¬ 
chines, tools and dies and even new factory buildings; 
it has been known to invest cash money in its sources. 
Its long-range planning provides off-season production, 
whose helpful virtues have been previously discussed. 
It provides technical counsel on cost accounting, 
engineering, designing, even management, and its 
“specification buying” is a virtual guarantee in almost 
all instances that there will be profit commensurate to 
the job. 

The source which sells to Sears lops off certain items 
of expense: 

Advertising, because Sears sells under its own trade- 
names and does its own advertising; 

Selling, because Sears commonly looks up and buys 
from its sources; a manufacturer spends little or no 
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money looking up, and selling to, Sears; 

Reserves for credit losses: there are simply no credit 
losses resulting from sales to Sears. 

The best test of source relationships is found in the 
books of the various merchandise departments. Of the 
7,000 sources which currently appear on those books, 
several hundred have been selling to Sears for more than 
a quarter of a century; approximately a fourth have 
been selling to Sears for 15 years and approximately 
half for more than ten years. 

THE STOCKHOLDERS: 

It would be indelicate for a large corporation to come 
ljefore its stockholders with busy arguments supposed 
to prove that its record of performance lias been excel¬ 
lent, its management, superb. Corporate etiquette de¬ 
crees that stockholders be given modest and unembel- 
lished facts without editorial comment and then be in¬ 
vited to do their own editorializing if they are so minded. 

The first yardstick applied by stockholders is natu¬ 
rally the amount of return, in the form of dividends 
yielded by their investment, figured, of course, as the 
price paid for their stock. This method of measuring 
the merits of corporate management has its deficiencies 
because management has no control over the price paid 
by the stockholder for his stock. In addition, dividend 
payments are not a complete verification of a manage¬ 
ment's quality. Paying too much in dividends might 
be as prejudicial to the stockholder's interest as paying 
too little for the stockholder’s stake is often more effica¬ 
ciously protected by conserving resources against fu¬ 
ture plans, which augur well, and against future exigen¬ 
cies, both foreseen and unforeseen. 

Viewed over the long pull, an investment in Sears 
stock might be regarded with some favor. After the 









reincorporation of 1906, a share of stock was valued at 
$50. Including the stock dividends that have been 
declared since the original issue, stock splits and other 
changes in the financial set-up that one share would 
have grown to 20.2 shares by 19+0. At the price of 
72 5 g (the market quotation at the close of business, 
January 31,1941), the share would be worth $2,120.65. 

THE EMPLOYES: 

“The employes arc the company,” Julius Roscnwald 
once said in a newspaper interview when a reporter 
asked questions about the employes and the company. 

This statement was not mere rhetoric; and Mr. 
Hoscnwald's contention that there was no real distinc¬ 
tion between the employes and the company could have 
been impressively documented because he and other 
Sears executives had instituted the Sears profit sharing 
system. This then unique covenant had made a major¬ 
ity of the firm’s employes (in fact all who wanted to 
become so), partners in the business. It had made the 
Sears personnel, taken collectively as members of the 
Profit Sharing Fund, the largest single shareholder in 
the treasurer’s records. 

Julius Roscnwald and his contemporaries and their 
successors in the management also pioneered in paid 
vacations, in illness allowances, and separation allow¬ 
ances. 

These policies were quietly put into effect without 
any heavy posturing, without any official pronuncia- 
mentos and they were definitely not regarded as pure and 
lofty acts of benevolence. 

The gentlemen who sponsored them knew that the 
employes represent the sum-total of the faculties and 
skills and talents which make the company competitive 
in a world of competition. It was. then, plainly and 


PAY ROLL 

• 

19 3 1 - 1 9 4 0 

$ 110 , 000,000 — 









1 




















$ 95,000 000 — 







































$ 75 , 000,000 — 









— 





















$ 55 , 000,000 — 









— 





















’31 32 33 34 35 '3 

16 37 38 *3 

19 40 


admittedly just good business judgment that impelled 
management to unprecedented lengths in order to 
identify the well being of employes intimately with the 
well being of the company, their ultimate success and 
security with the prosperity of the company. 

★ * * 

The “Savings and Profit Sharing Pension Fund of 
Sears, Roebuck and Co. Employes” is probably the 
most creative contribution of the firm in the field of 
employe relations. It has been too long, too widely and 
too expertly discussed to warrant detailed treatment 
here. These facts outline its character; 

Membership is purely optional. An employe is per¬ 
mitted to join only after he has completed a year of 
service. Five per cent of the salary of each member is 
deducted at every payroll period and deposited to his 
account in the Fund. The deposit of no one, regard¬ 
less of salary, may exceed $250 a year. 

At the end of each fiscal year, the company contrib¬ 
utes to the Fund a minimum of five per cent of its net 
profits, before deductions are made for federal income 
taxes and dividends. 

The company’s contribution is then pro-rated among 
members according to their periods of service. There 
are three service classifications: up to five years; be¬ 
tween five and ten years; over ten years. The com¬ 
pany’s allotment is apportioned among the three 
classifications as follows: one portion of company con¬ 
tribution for employes of less than five years’ service; 
two portions for employes of from five to ten years 
service; three portions for employes of more than ten 
years service. 

The combined contributions of the employes and the 
company are invested in Sears stock by the Fund’s 
board of trustees which consists of both officers and 
employes. The shares thus purchased are then accred¬ 
ited to the individual accounts of members on the basis 
of their individual savings-deposits. Dividends from 
the stock accredited to these accounts are used for the 
purchase of more stock which is in turn accredited to 
the accounts. 

* * * 

Here are the results of profit sharing stated in aggre¬ 
gate: 

Assuming, for the purpose of computation, that the 
market value of Sears stock is $70 per share, the Fund 
members at the close of 1940, had assets amounting to 
$49,182,000. Yet only $14,883,524 of this sum repre¬ 
sents the amount deposited in the fund out of salaries 
by its employe members. 

During the first quarter century of the Fund’s oper¬ 
ation, 88,740 employes who retired, died or otherwise 
left the employ of the company (or who made partial 
withdrawals from their accounts as provided by the 
Fund’s rules and regulations), had deposited $14,706,- 
161 in the Fund; they had drawn out cash and stock, 
valued (at the time of withdrawal) at $62,861,781 or 
$48,155,620 more than they had deposited. 

To sum up, Sears employes, past and present, have 
deposited $29,589,685; 

The company has contributed $37,648,949; 

The combined assets, both those drawn out and those 
remaining in the Fund (the latter based on a market 
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value of $70), reach the huge total of $112,043,781. 

At the end of the fiscal year, 1940, the Fund had 
47,155 members, or more than 95 per cent of all those 
eligible to join. It is, as stated, the largest owner of 
Sears, Roebuck and Co. stock. 

The officers’ board, sitting a few years ago in high 
plenary session, was mystified to learn from a scholarly 
industrial survey that modern progress in employe 
benefits had reached new highs in such concessions as 
paid vacations, illness allowances, group hospitalization 
and so forth. 

Their wonder was accented by the sudden realization 
that many of these had been accepted practice in their 
own firm for years, that some of them had been com¬ 
monplace at Scars for decades. 

* * * 

Since 1922, it has allowed all regular employes of more 
than two years' service two weeks of paid vacation each 
year, all employes with one to two years' service, one 
week. Employes with 25 years of service get three 
weeks. 

* * * 

Since 1915 the company has assisted employes who 
are absent because of illness. Beginning with the em¬ 
ploye who has from six months to two years’ service, 
full salary is paid from the beginning of the second work 
week up to a maximum of three work weeks. This policy 
gradually broadens over the period of employe service. 
Employes with five years of continuous service are 
allowed full salary beginning with the third working 
day up to a maximum of ten work weeks. 

* * * 

Everyone receives pay for holidays when the retail 
stores and mail order plants are closed; there is no loss 
of pay by employes who serve on juries or who engage 
in certain other public services. 

* ★ * 

As of January 31, 1941, 47,500 employes were in¬ 
sured at low rates under the company’s group life in¬ 
surance plan. Estimated payments for death and dis¬ 
ability claims during 1940 were $314,000. 

* * * 

The company-sponsored group hospitalization plan 
makes hospital facilities available to employes at un¬ 
usually low rates in many cities. 

★ * * 

Employes are encouraged to suggest improvements 
for both merchandise and operating procedures. When¬ 
ever such suggestions have practical value, whether 
immediate or future, special awards are made. During 
1940, 42,000 suggestions were received; of this number, 
about 9,500 employes received awards. 


Creative Merchandising— Talented designers,engineers 
and promotional men help keep Sears' merchandise true to 
function, keyed to trends. 
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Roof Parking—This convenience is available to customers 
of Sears' new store in the Pico section of Los Angeles. 


As of December 31, 1940, 61 credit unions were 
operating in Sears units with a membership of about 
29,600 employes; estimated deposits: $2,100,000. 

★ * * 

The discount on merchandise purchases allowed em¬ 
ployes saves them approximately $2,000,000 a year. 

* * * 

Profit Sharing, thus, is a good beginning but by no 

means the totality of employe benefits. 

In 1940, the company spent an estimated $10,781,129 
for these voluntary employe benefits and this amount 
was, of course, over and above the $110,768,000 payroll. 

Itemized, these voluntary benefits showed: Profit 
Sharing Fund, $4,136,129; paid vacations, $2,290,000; 
paid holidays, $1,920,000; employe discounts, $2,000,- 
000; illness and separation allowances, $435,000. 

The total amount expended for these benefits rep¬ 
resents an increase of $2,013,507 over 1939. 

In addition during 1940, the company paid out 
$4,594,652 for such legally imposed employe benefits as, 
Workmen’s Compensation Insurance, Unemployment 
Compensation taxes, and Federal Old Age Benefit 
taxes. This figure represents an increase of $836,172 
over 1939. 

THE PUBLIC: 

Sears, Roebuck and Co. involuntarily constitutes a 
strong social and economic force. This force, an in¬ 
escapable corollary of the firm’s routine activities, 
radiated over these areas: 

The company purchased during the five-year period 
from 1936 to 11)40, $1,894,996,000 worth of merchandise 
from 7,000 firms located in every state in the country 
save three, and raw materials produced in the three 
were used in merchandise processed in the other 45. 


The company has made a strong and consistent effort 
to develop industries in the sections where it does retail 
and mail order business and it has further supported 
local industries through the purchase of supplies and 
materials for its local units. 

Payrolls spread over 47 states totalled $439,852,000 
<luring the five-year period, 1936-1940. 

Rents and taxes paid in the same number of states 
amounted to $75,353,706. These taxes comprise only 
state and local levies. Federal taxes over the same 
period aggregated $62,359,203. They increased from 
$9,404,328 in 1936 to $24,890,305 in 1940. 

Expenditures for newspaper advertising totalled 
$55,716,000. 

The company has become one of the biggest buyers 
of printing, perhaps the biggest single customer of the 
l nited States postoffice and one of the biggest customers 
of the nation’s railroads. 

This bigness is something over which Sears, Roebuck 
and Co. has no direct control. The company’s growth 
has been wholly in the hands of its customers who de¬ 
termine exactly what Sears’ measurements shall Ik*, 
down to the last penny, the last inch and the last 
ounce. 'Phe company, itself, can overrule the custom¬ 
er’s decision in this matter only by limiting the appeal 
and the availability of its merchandise and human 
initiative simply doesn’t work that way in a free 
economy. 

* * * 

The company surveys this bigness not so much with 
a sense of pride as with a sense of mounting responsi¬ 
bility. 

'Phe responsibility by no means ends with the dis¬ 
charge. however punctilious, of business formalities; 
honest buying and selling, paying the landlord and the 
tax collector, giving the customer his money’s worth. 
It transcends the letter of the contract and is, or should 
be. something more than the minimum legal require¬ 
ments of completing a transaction. 

It would certainly be in bad taste for a business firm 
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to proclaim the qualities of its soul, or rhapsodize over 
how it has squared its conscience with good deeds. It 
would be as gauche for a corporation to itemize and pub¬ 
lish its real or imagined benefactions as for an individual 
to post in public places the record of his charities. 

Sears has never published, nor authorized the pub¬ 
lication of its program of scholarships, of aid to agri¬ 
culture, of community cooperation. That these 
activities are earnestly pursued throughout the nation 
is known to thousands; that they cost considerable 
money, effort and thought goes without saying. But 
the firm does not, and will not, regard them as items to 
be weighed on a moral balance sheet. The feelings out 
of which they emerge and take form, however, can be 
indicated. 


Sears, Roebuck and Co. believes: 

That neither it nor any other firm has a moral right 
to skim profits off a community which has been created 
by the struggle and labor of others and not plow some 
of those profits back into that community; 

That it owes an eternal debt to the farmer and must 
be ceaseless in its efforts to repay that debt; 

That taking as much as possible out of an economic 
system and giving in return as little as necessary is not 
just bad business morals; it is also bad business; 

That the privileges of private enterprise under Ameri¬ 
can democracy are unique in all history and that it is 
the duty of private enterprise to cherish and protect, 
up to the limits of its resources the system under which 
these privileges have been made possible. 
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